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When it comes to snacks andsauces, Flauorite 
Laboratories, Inc., gives yuu a world of flauors 
and earthly delights. 

We create custom flavorings, seasonings, 
sauces, and micro-blends, designedjut for your 
specific needs. Our creative imagination, com- 
bined with the most advanced technology and 
equipment, will work to deuelop unique custom 
flauorings for your products. And, because we 
produce many ofour own ingredients, our 

seasonings taste as fresh and natural as can be. 
At Flauorite, you haue the resources of nearly 

200 skilled employees, including teams of food 
technologists, microbiologists, and food scien- 
tists, working to serue you and your customers 
with new flauorfil opportunities. 

For meat, poultry, seafood, snacks, sauces and 
other processed foods.. . from the familiar to the 
exotic.. . Flauorite's expertise can help put a world 
of flauorful imagination into your products. 

I;[cl(Flavorite 
For more inlormation call 
Flauorite Laboratories at 

We Bring Imagination To The Table ($00) 647-9314 
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INTRODUCTION 
The 1992 SFA State-of-the-lndushy 

Report represents a substantial leap 
forward in SFA's ability to accurately 
measure sales in the snack industry. 
Through the years, this report has 
always been the industry's best 
source of information about snack 
sales, but this year additional infor- 
mation has raised both the quality 
and quantity of data to a new level. 

Nielsen Marketing Research, based 
in Northbrook, Illinois, has provided 
supermarket scanner dataon sales of 
a wider variety of snack and snack- 
related products. In addition, data 
from a consumer household panel 
has provided more detailed informa- 
tion about distribution outlets for 
each type of snack, plus per-pound 
price figures for each snack for sev- 
eral distribution outlets. 

This information, combined with 
results of the annual SFA member 

segment. This year's survey was con- 
ducted by Association Research, Inc., 
Rockville, Maryland. 

Becausethisnewdataismuch more 
comprehensive and detailed than 
ever before, we have made some ad- 
justments in data reported for previ- 
ous years so that 1991 data in this 
report relates to figures from previ- 
ous years. For example, figures for 
total snack industry dollar sales fig- 
uresand poundvolume for 1987-1990 
have been revised slightly, but per- 
cent change figures for those years 
remain the same. Similar revisions 
have beenmadewithinspecificsnack 
segments, such as potato chips. 
Whenever possible, pound volume 
figures for previous years have been 
retained, whilenew informationabout 
price has resulted in adjustments to 
dollar sales figures. 

Alldollar sales figures in this report 
survey of US.-based snack manufac- 
turers and personal interviews with 
key executives in all segments of the 
industry, has allowed us to add new 
charts on distribution and price to 
the sections on each major snack 

represent retail sales unless other- 
wise noted. 

Questions and comments about 
this report should bedirected toSFA 
Vice President for Communications 
AI Rickard at (703) 8364500. 

The 1992 SFA State4the-lndushy 
Report is published by the Snack 
Food Association, 1711 King Street, 
Alexandria,VA22314. This summary 
report is available to SFA members 
for $10; to nonmembers for $40. C o p  
ies of the complete report, including 
supermarket scanner data and r e  
sultsofthe 1992SFAmembersurvey, 
are available for $25 to SFA members 
and $150 to nonmembers. To order 
either report, send a check for the 
price Of the report, plus $2'50 lor 
shipping and to sFA at the 
above address. 

THE SPONSORS: Dick Botsch (left), vice president of business development lor 
Printpack Inc.; Phil Rogers (center),vice president of sales and marketing for Flavorite 
Laboratories, Inc.; and Bill Wagamon, industry director, snacks, for Hercules Incorpo- 
rated, represent the three SFA Associate Member company sponsors of this report. An 
interview with the chief executives of these companies is featured on page SW-10. @ 1992 Snack Food Association 
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SNflCKS ON mE MOVE 

dropping overall profits from 10.5 
percent hefore taxes to 8 percent, 
according to companies respond- 
ingtoSFA’s annual survey of snack 
manufacturers. Profits for full-line 
snack companies (companies sell- 
ing five of six major snack prod- 
ucts) averaged 6.8 percent. 

FdGi-i i i ~ ~ r ~ i u e ~  Liie currrpeii- 
tion in the West as relentless. “If 
anything, it’s gotten worse,” he 
remarks. “Two years ago, I 
thought it might slackoff. Ayear 
ago, I had the same hope. Now I 
don’t see any end in sight.” 

Extensive pricecutting in thein- 
dustry was reflected in the rela- 
tionship between retaildollarsales 
growth and pound volume in- 
creases. Dollar sales rose 5.6 per- 
cent, but was outpaced by pound 
volumegrowthof6.5 percent. Still, 

1991 Dollar Sales: $13.43 Billion (+5.6%) 
1991 Pound Volume: 4.92 Billion (+6.5%) 

thegrowing presenceof mass mer- 
chandise and warehouse club 
stores is gaining attention in the 
food industry. In PepsiCo, Inc.’s 
annual report, mass merchandis- 
ers and warehouse club stores 
were cited as the fastest-growing 
channels for Frito-Lay products, 
which nave strong positions in ii 
mart and Wal-Mart. “We won’t be 
satisfied until there’s a Frito-Lay 
snack within easy reach of eveiy 
man,woman, and child in the coun- 
try,” reads PepsiCo’s annual r e  
port in outlining Frito-Lay’s distri- 
bution goals. 

The Columbus, Ohio-based 
Borden Snacks and international 
Consumer Products Division also 
announced it has plans to  expand 
its position through alternative 
outlets toincludeclubstores,con- 

0 Dollar Sales (Billions) 

0 Pound Volume (Billions) 

A year rarely passes without a 
plethoraof activityinthesavorysnack 
industry. 1991 was no exception. 
While other product categories suf- 
fered from the recession, the snack 
category was on the move, posting a 
6.5 percent gain in poundvolume and 
offering consumers a variety of new 
products. 

1991 was probably the most com- 
petitive year in the history of the 
snack industry, reflected in low prices 
and heavy promotions assnackmanu- 
facturers continued tojockeyforpre 
cious market share. 

Perhaps J. Wesley Felton, presi- 
dent of Grannv Goose Foods in Oak- 

phoned sales from traditional super- 
markets and grocery stores by offer- 
ing lower prices. 

For example, the average price per 
pound of potato chips in supermar- 
kets was $2.61, compared to $2.14 in 
club stores. For tortilla chips, super- 
markets averaged $2.23 per pound, 
compared with $1.75. in clubs. The 
difference for pretzels was almost 70 
cents, while for snack nuts it was 76 
cents per pound. Needless tosay, the 
lure for consumers is price. 

According toSupermarket Business 
magazine, club stores are undercut- 
ting supermarkets by at least 25 per- 
cent on avarietvof items. Suoermar- 

food industry executive questiolied 
by the magazine. 

One thing is clear: Club stores and 
mass merchandisers arc growing. In 
fact, according to the Membenhip 
Warehouse Clubs lndushy Overview. 
1992, areport on theclubstore indus- 
try,salesintheseoutletswill hit $34.7 
billionin 1992,upfrom$13.9 billionin 
1988. According to James M. Degen & 
Company. Inc.. a Santa Barbara. Cali- 
fornia, marketingconsultingfirm that 
has been studying the membership 
club warehouse concept since 1980, 
clubstoresareforecasted togrowto 
sales of $78 billion in 900 club units 
by 1996. 

In the snack industry, warehouse 
clubsaccountfor4.1 percentof pound 
volumeand 3.0 percent of dollar sales, 
while mass merchandisers sell 8.2 
percent of pound volumeand account 
for 7.1 percent of sales dollars. (The 
effect of these stores on the snack 
food industry is also explored in the 
February 1992 issue of Snack World 

in the article, “Reaching ‘Critical 
I Mass’ in the Snack Food Indus- 

land, California, sums it up best: 
“Whatever YOU promote moves.” I - .  

It seems price slashing took its 
toll on the snack food industry, 

I try.’? 
It‘s no wonder. therefore, that 



competition. Supermarket executives 
are disgruntled that they don’t have 
access to  the same deals and special 
packaging afforded discount retail- 
ers. 

Some supermarket chains are r e  
taliating by establishing “maxi p a c k  
sections where largesized bags sold 
in warehouse club stores are dis- 
played for equivalent pricing. 

“We tell supermarkets that if they 
buy product in pallet quantities, we’ll 
give them the same price,” says one 
snack food executive. 

The best defense forsupermarkets, 
however, is in emphasizing the tradi- 
tional supermarket strengths, includ- 
ingconsistent stock. Clubstores may 
never have the same mix of brands 
two weeks in a row. Furthermore, 
brand selection among club stores is 
typically very limited. Interestingly, 
Wal-Mart Stores, the nation’s largest 
retailer, is challenging marketers of 
well-known brands with popcorn, 
tortilla chips, and other products 
under its ownSam’s American Choice 
label for lower prices. 

Foodmarketers,ontheotherhand, 
welcome club stores, especidlysince 
they’re loosening the grip supermar- 
kets have had on the food industry. 
Food Marketing magazine points out 
that club stores let food manufactur- 
ers distribute their products without 
incurring expensive slotting fees for 
bringingnewproducts to the shelves. 
Therefore, in the face of fierce and 
unabated competition, and with the 
growing realization that the snack 
food industry is not immune to the 
recession, snack companies are  
scrambling to take advantage of the 
booming mass merchandiser and 
club store opportunity. 

The eroding sales of snacks in su- 
permarkets was evident in sales in 
major snack segments such as PO- 
tat0 chips, tortilla chips, corn chips, 
and microwavable and ready-toeat 
popcorn,  as evidenced by the  
growth comparison chart on page 
SW-8. Although overall potato chip 
pound volume was up 3 percent, su- 
permarket pound volume climbed 
only slightly more than 1 percent. 
Tortilla chip wars produced a 6.7 
percent overall increase in pound 
volume, but onlya4.2 percent hike in 
supermarkets. Corn chips wereup4 
percent in overall pound volume, 
but dropped almost 2 percent in 
supermarkets. Microwavable pop- 
corn posted a 10.1 percent increase 
in pound volume, but only a 5.5 per- 

m snad< akz Percentages indicate change from 1990 

0 Pound Volume (Millions) Retail Dollar Sales (Millions) - 
$4,342 t i . 1 %  

Cornchips 

Ready-to-Eat Popcorn i 
Microwavable Popcorn 

Unpopped Popcorn 

Extruded Snacks 

Pretzels 

Snack Nuts 

Meat Snacks 

Pork Rinds 

Party Mix 

Variety Packs 

Other Snacks 

$461.4 -5.5% 

$214.2 + i .O% 

53.7 t6.0% !L I $457.2 179.4% 
124.3 1103.1% 

Total 1991 Retail Dollar Sales: $13.43 Billion 4.6% 
Total 1991 Pound Volume : 4.92 Billion Pounds t65% 

cent increasein supermarkets. Mean- 
while, the6.5percent overall increase 
in ready-toeat popcorn pound vol- 
ume was countered by a 4.9 percent 
drop in supermarkets. 

Overall, only two snack products 
gaineddollarsales inexcessofpound 
growth-pretzels and extruded 
snacks. The latter category grew 7 
percent in pound volume and prc- 
duced an 8.2 percent increase in dol- 
lars. 

The champion of growth in 1991, 

however, was the pretzel category, 
which experienced a remarkable 18.5 
percent gain in pound volume and a 
25.6percent bulge indollars. It seems 
the lower-priced pretzel enticed r e  
cession-weary consumers to change 
to something different. Significant 
growth in pretzel sales prompted 
Snyder’s of Hanover, Hanover, Penn- 
sylvania, to begin construction of a 
new $6 million pretzel processing 
plant last November. According to 
the company, growth in the segment 
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x Party Mix \v Potato Chips 
1.5% . 31.8% 

Pork Rinds 
0.8 % 

. 21 .o % Meat 0.7 Snacks YO /&Tv 
Snack Nuts 

7.9 % / , ,Corn Chips 
5.0 % 

1-to-Eat Popcorn 
2.7 % 

Microwavable Popcorn 
7.2 % 

I ‘  Extruded Snacks 
5.6 % 

Unpopped Popcorn 
3.8 Yo 

Other Snacks 

orn Chips 
4.6 % 

Ready-lo-Eat Popcorn 
3.4 % 

/ I Microwavable Popcorn I 5. /  w 
6.2 % I 

Extruded Snacks Unpopped Popcorn 
6.1 YO 1 .o % 

has exceeded its current manufac- 
turingcapacity. The pretzel segment 
continues tooffer avarietyof shapes 
and sizes to  consumers. Borden 
Snack and International Consumer 
Products Division says it will inti-- 
duce a new pretzel product later this 
year. 

Party mix also measured substan- 
tial gains, increasing 36.1 percent in 
dollarsalesand39.3percent in pound 
volume. Frit-Lay introduced its Rold 
Gold brand party mix in 1991. 

Ofcourse, the potatochipsegment 
continued its competitive streak. At 
the  same time, a new battle raged in 
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tortilla chips, where Frito-Lay (with 
Doritos, Tostitos, and Santitas) domi- 
nates. Still, newcomer Eagle Snack, 
Dallas,Texas, jumped into the frayon 
a wide scale, quickly gobbling up a 4 
percent shareofthetortillachip busi- 
ness nationally. 

In the meantime, the Dallas-based 
behemoth reformulated the Nacho 
cheese flavor of its flagship Doritos 
brand, test-marketed the new ver- 
sion, and launched it this year. 

To be sure, the recession had an 
impact on the industry, but not to the 
extent it battered other segments of 
the food business and the economy 

in general. 
Perhaps hardest hit was vending. 

Plant closings and layoffs across the 
country(which reduced thenumber 
of vending outlets) impacted compa- 
nies such as Lance and Tom’s Foods, 
which have heavy business shares in 
vending. The convenience store (C- 
store) industry also continued to be 
rocked by store closings, bankrupt- 
cies, andthecontinued establishment 
of gas marts by major oil companies. 
The National Association of Conve- 
nience Stores (NACS) reported a 2.3 
percentdeclinein thenumberofcon- 
veniencestores-the first year store 
numbers fell-although sales per 
storewereup.Thisnot onlyimpacted 
companies like lance and Tom’s, 
which also do a brisk “upanddown- 
thestreet” business in small stores, 
but meat snack producers such as 
GoodMark Foods, which generates 
about half of its volume from C-stores. 

G. Michael Dillon, chairman, presi- 
dent, and chief executive officer of 
Tom’s, sums up the year in a word: 
“Terrible.” It was complicated, he 
says, by the potato shortage during 
the spring of 1991, and theaftermath 
oi the poor peauut crop in the fall of 
1990. “Everythingthat could gowrong 
did go wrong,” he observes. Henry 
Pully, director of marketing at Lance, 
calls results for 1991 mixed. “It cer- 
tainly was not as good as we would 
have liked it to be. Sales were essen- 
tially flat.” 

ThernrrPn! s.n.lCk..li.trih:tiflfi nat- 

tern can be seen in the two charts on 
page SW-7 showing distribution by 
pound volume and by dollar sales. 
While 47.7 percent of volume moved 
through supermarkets, these outlets 
only generated 44.3 percent of retail 
sales dollars. A similar relationship 
held true for grocery stores, mass 
merchandisers, drug stores, ware 
house clubs, and foodservice. Con- 
venience stores and vending, on the 
other hand, showed substantially 
higher percentages of sales in dollars 
than in pounds, due to their rela- 
tively high retail prices. 

The “other” segment of the distri- 
bution pie charts show sales in a 
variety of other outlets, including 
militarycommissaries. which posted 
1991 snack sales of about 567 million 
and 32 million pounds, according to 
Military Audits of Market Informa- 
tion, Inc., aBethesda, Maryland-based 
research company that tracks sales 
through these outlets. These figures 
represent about 0.5 percent of total 

r-. 



DlSTRIBUTlON 
O M  

In this report, SFA has defined 
distribution outlets as follows: 

Supermarkets: Food stores 
with weekly sales of $2 million 
or more. 

Grocery Stores: Food stores 
with weekly sales 01 less than 
$2 million. 

Mass Merchandisers: Large 
general merchandise stores 
that sell large inventories of 
products with a limited selec- 
tion of brands. 

Drug Stores: Retail stores 
where prescription and over- 
thecounter drugs are the pri- 
mary product line, but some 
health-and-beauty aids, food, 
and other products are also 
sold. 

Conuenience Stores: Food 
convenience stores, conve- 
nience stores that sell gas, and 
gas-marts thatsellalimitedline 
ofsmall products lromabooth. 

Vending: Vending machines 

Foodseruice: Schools, restau- 
rants, and other institutions 
that purchase snacks in bulk 
quantities lor sale with pre- 
pared meals. 

0ther:Sales through other out- 
lets, including military stores, 
bars, truckstops, sports stadi- 
ums, liquorstores, small shops, 
delicatessens, street vendors, 
newsstands,  company-run 
stores, homedelivery, andmail 
orders. 

snack industry dollar sales and 0.65 
percent of pound volume. 

While the furiously competitive 
environment appears to be a perma- 
nent fixture, so does theshelf-buying 
phenomenon, which burst onto the 
scene about four years ago. One 
manufacturer tells of paying $80,000 
in shelf space fees lor space in an 80 
store chain. After a year, the chain 
came back and asked for another 

Convenience Stores 

Drug Stores 8.2 % 
3.5 Yo 

l99l S n a c k M r i i  (Dollar Sales) 

Grocery Stores 
1 3 3 % Convenience Stores 

‘ 1 Mass Merchandisers Warehouse Clubs 
3.0 % Drug Stores 7.1 % 

3.3% 

payment. The manufacturer offered 
another $43,000 lor the next year. “A 
major national got the space for 
$220,000,” the company executive 
reports. “We ligured it would take us 
morethantwo years to  get the money 
back when we paid $80,000,” he ex- 
plains. “At $220,000 and the same 
volume, it will take the competitor 
more than five years.” 

Although manufacturers respond- 
ing to the annual SFA survey pegged 
theaverageamount paid persection- 
foot of shelf space in 1991 at $283, 
many manufacturers report being 
asked to pay $500 per loot and more. 

“Everybody denies buying shelf 
space, but everybody’s doing it,”com- 
ments Darrell Troyer, vice president 
of sales for Troyer Potato Products, 
Inc., Waterlord, Pennsylvania. 

Nearly half of all companies re- 
sponding to SFAs survey say they 
paid lor shelf space and displays, 
with the percentagesoaring tonearly 
twethirds among full-line snackcom- 
panies. Forty-four percent of all com- 
panies say they paid more in 1991 
than in the previous year. Only 13.5 
percent indicate they paid less. The 
averageannual price-tag for an %foot 
endcap display was $910. 

SW-’I 



msnad<faksGlwV&tl 0 Retail Dollar Sales 0 Pound Volume 

Potato Chips 

Tortilla Chips 

Corn Chips 

hdy-to-Eat Popcorn 

licrowavable Popcorn 

Unpopped Popcorn 

Extruded Snacks 

Pretzels 

Snack Nuts 

Meat Snacks 

Pork Rinds 

P-“:. !k 

Variety Packs 

Other Snacks 

Total Snacks 

‘Supermarkets defined as Iood stores with weekly sales of $2 million or more. 

Most regional snack manufactur- 
ers report slightly bettering the over- 
all industry growth figures. Tommy 
Murray, for example, who heads 
Curtice Burns Snack Group in Roch- 
ester, New York, reports dollar sales 
exceededpound growth, but laments 
the impact of competition on profits. 

“Price wars are not healthy for a 
bottom line, but we’re committed to 
maintaining our market shares,” he 
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notes. “We’re not going to sacrifice 
our number-two and number-three 
places in markets.” Murrayadds that 
theanswer to protecting the bottom 
line is internal cost reductions, espe- 
cially in production. 

F.WaynePate, president ofGolden 
Flake SnackFoods, Birmingham, Ala- 
bama, calls it a “crazy business,” and 
points out that everybody is losing 
something. 

“We’ve had no price increases fora 
long time,” he admits. “Everybody 
could be doing a lot better. Nobody 
is willing to give in.” 

Borden, Inc., for example, told a 
groupof consumer analysts in Febru- 
ary that there would be no snack 
price increases in 1992. In addition 
to spilling into club stores and mass 
merchandisers, Borden’s immediate 
goal for renewed earnings growth 



includes consolidation of 1,000 to 
1,500 h e  items under a new Borden 
brand program. A line of singlesew- 
ing snacks are being test-marketed 
under the Borden Quality Snacks- 
Snack Time! name. 

In addition, Borden has pledged to 
defend its market share in the price 
wars currently sweeping the snack 
industry.,“We intend tostay number- 
two,”Chief Executiveofficer Anthony 
S. DAmato said in a press conference 
late last year. Eagle Snacks, Inc., Dal- 
las, Texas, which holds the number- 
three position behind Frito-Lay and 
Borden, is expected to post a $12 
million loss for 1991 sales on sales of 
$400 to $500 million, according to 
The New York Times. 

“We try not to fight the market 
share battle,” declares Joe Welch, 
chairman and chief executive officer 
of The Bachman Company, Reading, 
Pennsylvania. “It’s a matter of disci- 
pline. We’re in this business not for 
marketshare, but tomakeaprofit. “It 
doesn’t do any good to sell a prod- 
uct-and not make anything on it- 
to some consumer who would have 
bought it atthereyularprice.”Though 
unit sales for TheBachmanCompany 
remained about the same as the pre- 
vious year, the firm set a new record 
for profits, according to Welch. 

One company that’s trying to capi- 

991 Volume 

990 Volume 

991 ys. 1990 

talize on an alternative to competing 
solely on the supermarket shelf is 
Charles Chips, Lancaster. Pennsyl- 
vania, recently acquired from the 
Musser family by a group of inves- 
tors. The company, which originally 
built a highly successful franchise in 
delivery of snacks to homes and of- 
fices, is again concentrating on that 
aspect of the business, which now 
accounts forabout 35percent of sales, 
according to John Rose, president. 

“Companies our size can’t fight 
Frito-lay and Eagle,” Rose comments. 

The bigplayers-Frito-Lay, Borden, 
Eagle,andKeebler-continued toslug 
it out in 1991. Frit-lay put itsaggres- 
sive pricing strategy into play and 
reported its pound volume of snacks 
grew 7.1 percent, slightly above the 
industry average. The PepsiCo an- 
nual report claimed dollar sales in- 
creased 8 percent, 2.4 percentage 
points above the industly average. 

One contributing factor was the 
company’s introduction of Sunchips, 
a multigrain snack, which Frito-Lay 
says produced $100 million in retail 
sales. However, despite the increase 
of $266 million in sales in 1991, Frit@ 
Lay struggled at the bottom line, just 
like most of the industry. PepsiCo 
maintains that domestic snack prof- 
its declined 16 percent to $617 mil- 
lion on total domestic sales of $3.7 

382.4 356.2 449.6 358.1 393.4 493.7 390.6 374.7 460.2 373.9 376.6 515.2 

340.8 331.6 421.6 337.6 370.6 466.9 368.0 353.4 436.8 345.6 350.7 499.9 

t12.2% t7.4% t6.6% t6.1% t6.2% 6 7 %  16.1% t6.0% t5.4% t8.2% t7.4% t3.1% 

billion (equal to about $5.1 billion in 
retail sales). Domestically, Frito-Lay 
took major steps to reduce its costs 
to help facilitate its pricing strategy. 
In August, the company offered nearly 
3,000 workers at its Dallas, Texas, 
headquarters incentives to leave the 
company. In September, it laid off 
1,800 employees, which is expected 
to save the company $100 million 
annually. 

Worldwide, Frito-Lay and Pepsico 
Foods International (PFI) produced 
revenues of $5.6 billion, up IO per- 
cent from the previous year. 

Borden Snacks and International 
Consumer Products Division, a dis- 
tant second to FribLay, saw domes- 
tic snack sales drop by $47 million to 
$819 million (about $1.1 billion at 
retail) in 1991. However, interna- 
tional sales climbed by $56 million, 
pushingtotal worldwidesales to $1.4 
billion. 

Borden admits in its annual report 
that its US. sales were down, particu- 
larlyinthefirst halfoftheyear,when 
volume was hurt by heavy prome 
tional spending and price discount- 
ing by competitors. To reduce costs 
and overhead, the company says, it 
began consolidating North American 
snackoperations from 12 stand-alone 
profit centers to three. The best 
performer for Borden was its Eastern 

had<volun#bysclksM 
(Sales periods reflect some 4-week periods and some 5-week periods Five-week period end dates shown in red ) 

I Sales Period I I I I I I I I I I I 
End Dates 1-26 2-23 3-30 4.27 5-25 6-29 7-27 8-24 9-28 10-26 11-23 12-28 
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Group, including Wise Foods, which 
produced a “modest” increase in 
sales. Borden reports dollar sales 
were down in both the Central and 
Western groups, due to severe com- 
petition and anaggressivelinereduc- 
tion program. Borden says it plans to 
be aggressive in the marketplace and 
will rollout its own brand of multigrain 
snacks this year. 

While still a considerable distance 
behind Borden, Eagle Snacks contin- 
ued what President Kevin Bowler 
describes as methodical growth, add- 
ing another share point in 1991. The 
Anheuser-busch unit now has a 5 

plus percent share in the snack seg- 
ments in which Eagle competes. 

Sparked bya20percent increasein 
potato chip sales and its successful 
rollout of tortillachips (which quickly 
earned a 4 percent share in that seg- 
ment), Eagle “delivered better than 
planned,” according to Bowler. On 
May 25 of this year, when Jay Len0 
took over “The Tonight Show,” the 
formerlloritos (“Crunch all you want, 
we’ll make more-j spokesperson 
brought back live commercials with 
a spot featuring his sidekick, Edd 
Hall, along with the Eagle Snacks 
spokesteam, Tony Randall and Jack 

Klugman. This live spot augmented 
theongoing Eaglesnacks advertising 
campaign featuring the slogan “Not 
all chips are created Eagle.” 

Keebler Company, Elmhurst, Illi- 
nois, whichisinarunningbattlewith 
Eagle for third place in the savory 
snack derby, had a “great year,” ac- 
cording toacompanyexecutivewho 
notes that overall sales for cookies, 
crackers, and snacks climbed from 
$1.5 to $1.7 billion. 

More than onethird ofthat increase 
came from the introduction of 
Pizzarias Pizza Chips, which was d e  
scribed as the most successful sa- 

The Snack Food Association (SFA) 
is extremely grateful for the ongoing 
~.i.!pport of threp Assnriate Mernhe.r 
companies that sponsor the SFAState- 
of-the-lndus.~srr,~Rcpo~eac~ye~r. Asso- 
ciate member companies such as 
these helpshapethe faceofthesnack 
industry, offering important products 
and services that improvethequality 
of snacks and the efficiency of snack 
manufacturers. 

snacR wort0 magazine asked key 
executives from each of these spon- 
sor companies for their views on the 
ilidusiry al-id il-,eil in 

J o h n  Garne r  is president of 
FlavoriteLabora- 
tories, Inc., Mem- 
phis, Tennessee, 
a flavoring and 
seasoning com- 
pany that  has  
served thesnack 
industry since 
1958. 

Reid J. Frazier 
is vice president 
andgeneral man- 

Garner agerfor Hercules 
Incorporated’s 

Packaging Films Group, Wilrnington, 
Delaware, one of the largest produc- 
ers of biaxally-oriented polypropy- 
lene@OPP)film in theunitedstates. 

Dennis  Love is president of 
Printpack Inc., Atlanta, Georgia, a 

packaging film converter that has 
been supplying highquality flexible 
narkagine materials to the snack in- 
hustry for more than 35 years. 

SW What is the marketingphiloso- 
phy that guides your Company’s busi- 
ness in the snack indusry? 

Garner: Flavorite considers itself 
an innovator in the snack industry 
today. -w-e wlii continue our enon to  
bring new ideas to the table. Our 
marketing philosophy calls for inn@ 
vative and creative ideas, consistent 
product quality, and strongtechnical 
support as required to meet today’s 
marketing opportunities. Flavorite 
will continue to maximize develop 
ment work with snack food custom- 
ers on a partnership basis. 

Frazier: Hercules Packaging Films 
Group has two customers to serve in 
the snack industry-the converters 
(its direct customers) and the snack 
producers (its indirect customers). 
Ourmarketingphilosophyhasalways 
been to thoroughly understand the 
different needs of these two custom- 
ers so that our products, quality, and 
distributionsystemsstay instepwith 
the industry’s changing require- 
ments. We believe this means we 
must continue to  generate new film 
products that are more ‘converter- 

friendly,’ while reducing the develop 
ment cycle time to bring these prod- 
ucts to the marketplace. 

’ 

Love: Printpack’s philosophy as , 
stated in its Snack Foods Division 
Mission Statement is to “Delight Our 
Customers.” We are working very 

hard to  make 
surewe bringthe 
rnnst innnvative. 
cost-effective, 
and aestheti- 
cally pleasing 
packaging mate 
rial to our snack 
food customers 
- packaging 
that will protect 
their  product, 
extend distribu- love 

tion, and create cunsumer desire to 
purchase iiieir pruducis. 

SW ~esnackindushyhaschanged 
dramatically during the past 10 years. 
Mergers and acquisitions have created 
some larger companies, and seueral 
other major companies have entered 
the snack business. How has this af-  
fected your sales efforts? 

Garner: Mergers and acquisitions 
have had an impact, allowing US 
greaterfocus inour productdevelop 
ment efforts. These mergers and ac- 
quisitions have presented an oppor- 
tunitytoexerciseourstrength in pod- 
uct development and technical S U P  
port. That has occurred because 
some snack companies have de- 
creased their own research efforts, 
looking more to companies like ours 
for product development. 
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vory snack debut in the company’s 
history. Pizzarias, madefromauthen- 
tic pizza cheeses and spices, gener- 
ated wholesale revenues of $75 mil- 

I lion. The innovative new product 
was one of the reasons the American 
Marketing Association (AMA) gave 
Keebler the New Product Marketer 
of the Year award. Keebler also r e  
ceived two Gold Edison Awards from 
AMA for individual new product in- 
novation in developing Pizzarias and 
Munch ‘ems Snack Crackers. Munch 
’ems, introduced in the first quarter 
of 1991 and available in three flavors, 
generated $85 million in retail sales. 

i 

I 

In 1991, thecompany also readied 
the rollout of its entry into the fast- 
growing multigrain snack segment. 
Keebler officially introduced 
Quangles in April 1992, describing it 
as a “trulysnackablechip made from 
corn, wheat, rice and oats.” 

Nabisco was also working on a new 
generation of fat-free cookies and 
crackers. AdueltisingAge reports that 
the line tentatively has been tabbed 
as SnackWells and will be introduced 
this summer. 

The proliferation of snack cracker 
and bitesize products is sparking 
growth outside the traditional snack 

segments.These products aresoldin 
the cracker aisles and are marketed 
as alternatives to potato chips. In 
PepsiCo’s annual report, Wayne 
Calloway, chairman of the board and 
chief executive officer, says of Frito- 
Lay’s Doritos Cracker Crisps, “We’ve 
introduced a cross between acracker 
and a chip that may create a whole 
new snack food category.” 

Consumers like them becausethey 
are something different and they are 
alotoffuntolookatandeat,readsan 
article in The Washington Post pub- 
lished last fall.And marketers should 
like them because ounce for ounce, 

Frazier: Along with the consolida- 
tion of the snack industry due to 
mergers and acquisitions, we’ve also 
noted that the supply of packaging 
materials to the snack manufactur- 
ers is being concentrated among 
fewer converters. The combination 
of these changes has allowed us to 
sharpen our focus on new product 
development for the industry more 
effectively. This is one of the main 
reasons we were able to introduce 
several new film products within the 
last two years. 

Love: Printpack, too, haschanged 
during the past 10 years. Most re- 
cently, we reorganized the company 
into a divisional structure. This al- 
lows us to operate our business with 
the attitude and service of a small 
company, while providing our cus- 
tomers with the many advantages of 
alarge, stablecorporation. TheSnack 
Foods Division focuses its sales, mar- 
keting, technical, and operations ef- 
forts only on this important market. 

SW Where do you see the snack 
indushy going during the next fiue 
years, and how will it affect the prod- 
ucts you offer to the indushy? 

Garner: Regulatory issues con- 
tinue to be a driving force for all 
snack food companies. From these 
issues, there will be more niche o p  
portunities for companies to market 
innovative new product concepts. 
The term ‘snack foods’ continues to 
be redefined in the 1990s to include 
crackers and microwavable finger 
foods,  which could cannibalize 
some traditional snacks. We’re go- 

ing to  have to look at  categories 
that weren’t considered snacks not 
too long ago. 

Frazier: From our vantage point, 
we believe that snack manufacturers 
willcontinuetoaskfor improvements 
in barrier packaging from their s u p  
pliers. Many of today’s oriented 
polypropylene (OPP) films may not 
satisfy future requirements. There- 
fore, we will continue to develop im- 
proved films that keep pace with the 
snack industry’s need to deliver fresh 
products to its consumers. 

Love: Thesnackfood industrywill 
see a proliferation of new products 
during the next five years that will 
requirenewandunique forms of pack- 
aging material and package graphics. 
Continued market pressure forces 
Printpack‘s customers to offer new 
and more healthful products and, in 
turn, will require better and more 
cost-effective packaging. Market 
share will be the reward for both 
snack producers and converters that 
are innovative. In all the industries 
Printpack serves, we see a stronger 
emphasis on quality and a trend to- 
ward stronger relationships with 
fewer suppliers. 

SW How does membership in the 
Snack FoodAssociation helpyourcom- 
pany do business with its customers? 

Garner: Flavorite applauds the 
Snack Food Association and the help 
it gives us in working with our entire 
customer base. SFAcontinues topro- 
videaforum for our involvement with 
snack companies through such pro- 

grams as SNAXPO, committee par- 
ticipation, and other SFA meetings, 
including A Day in Washington, Top 
Management, and the Fall Seminar. 
These kinds of events enable us to 
monitor what’s going on in the mar- 
ketplace, and gives us a chance to 
keepcurrent on important issues and 
changing technology. 

Frazier: Understanding the snack 
manufacturers’needs, as wellas their 
suppliers’ needs, requires frequent 
communication on many issues. The 
Snack Food Association provides a 
forum for these discussions through 

SNAXPO, mar- 
keting seminars, 
and within the 
various commit- 
teeswheremem- 
hers can meet 
and talk to their 
customers about 
their business 
and problems. 
As in any busi- 

Fmzier ness, most ideas 
for new products 

originate bylisteningtothecustomer. 
Membership in SFA is a key element 
in the process to  turnthose ideas and 
problems into real products. 

Love: TheSnackFood Association 
not only keeps us in touch with our 
primary customer base, but affords 
us the opportunity to work hand-in- 
hand to make a better industry for all 
of us. Both Business and Associate 
Members have a common interest to 
promote snack foods. We are proud 
to participate and support the Snack 
Food Association. 
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l99lRMapitaslmkCarrunptiar 
0 Retail Dollar Sales (Millions) 0 Pound Volume(Millions) 

Potato Chips 

Tortilla Chips 

Corn Chips 

Ready-to-Eat Popcorn 

Uicrowavable Popcorn 

Unpopped Popcorn 

Extruded Snacks 

Pretzels 

Snack Nuts 

Meat Snacks 

Pork Rinds 

Party Mix 

Variety Packs 

Other Snacks 

Total 1991 Per-Capita Snack Consumption: 
(Based on Conbnental U.S.Popula6on of 249,137,400) 19.75 Pounds (t6.3%) 

$53.91 (+4.7%) 

Total 1990 Per-Capita Snack Consumption: $51.49 (t6.0%) 
(Based on Conbnenta U.S.Populafm of 247.052.000) 18.70 Pounds (t3.5%) 

Total 1989 Per-Capita Snack Consumplion: $48.58 (4.3%) 
(Based on Conbnenla U.S.Popula%n of 246,597,000) 18.09 Pounds (t2.7%) 

Total 1988 Per-Capita Snack Consumption: 
(Based on Conbnenta U.S.Popuh6on of 244,163,000) 17.61 Pounds (t0.7%) 

$44.85 (t2.5%) 

Total 1987 Per-Capita Snack Consumption: $43.75 
(Based on Conbnenta USPopulahon of 241.820.000) 17.49PoUndS 

consumers are paying more for less. 
That means more sales without 
spending a lot of money introducing 
totally new brands. 

Although the trend began with the 
1987 introduction of Ritz Bits by 
Nabisco, Keebler leads the more re- 
cent flurry of entries with such prod- 
ucts as Wheatables (introduced in 
1988), Munch ‘ems, and Snacklins. 
FritvLay is gettingon the bandwagon 
with McCracken’s, currently being 
test-marketed in Indiana. Fritc-Lay 
spokesperson Beverly Holmes says 
in Confectioner magazine that the 
newness of miniaturesnacks is much 
of the appeal. “It adds some news to 
a brand,” she notes. 

In 1990 FritvLay introduced a bite- 
size version of its Tostitos brand tor- 
tilla chips, and recently rolled out a 
bitesize Doritos tortilla chip. Other 
bitesize FritrrLay products in test 
markets include Doritos Cracker 
Crisps and a bite-size Sunchip 
multigrain snack chip. Additionally, 
Lance, Inc., Charlotte, North Care 
h a ,  plans to introduce a mini-round 
tortilla chip. It’s likely that the indus- 
try will see many “me too” products 
in this segment. The article, “Honey, 
They Shrunk the Snacks,” in this is- 
sue of Snack World provides a more 
detailed look into the snack cracker 
and bitesize snack market. 

Fritc-Lay is also trying to reverse 
the stagnancy of the potato chip seg- 
ment by reformulating its Lay’s and 
Kuiiies braiici puiaiu cnips. The 
changes in the nation’s number-one 
and number-two chips-the first 
since 1932-arc designed to makc 
them crispier and taste more like 
potatoes. Among the changes is a 
switch from soybean oil to cotton- 
seed oil and a 12 percent cut in salt 
content. Accordingto The WullStreet 
Journal, the reformulation is an at- 
tempt to boost FriteLay’s market 
share in the potato chip business, 
whichwas flat in 1991 at 34.4percenC 
while Eagle Snacks’ share grew to 6.9 
percent from 5.8 percent a year ear- 
lier. Borden’s share was also flat at 
15.6 percent, according to  the Jour- 
nul. 

sw-12 1 



I 
t 

I 
I I 
I 

1 

, , 

i I 

i 

i 

Wm CHI? ?RICING GIV# 
CONSUMERS ii BWiK 7 v v r  

1991 Dollar Sales: $4.342 Billion (+I1 %) 
1991 Pound Volume: 1.567 Billion (+3.0 O/O) 

If you lookcarefullyat the numbers 
for potatochipsales in 1991, it's clear 
thatthebeneficiaryofpricingwars in 
the industry's largest segment was 
the consumer. 

The primary battlefield in the on- 
going "snack wars" brought a 3 per- 
cent'increase in pound volume, but 
only a 1.1 percent increase in dollar 
sales. In supermarkets, pound vol- 
umegrewonly12percent,anddolIar 
sales fell 0.6 percent. You have to 
wonder what might have happened 
to the segment had there not been 
what onesnack food executive called 
"insane" pricing. 

No one illustrated it more vividly 

than J. Wesley Felton, president of 
Granny Goose Foods of Oakland, Cali- 
fornia. "When I came out here in 1982, 
we were selling a 7.50unce twinpack 
at a wholesale price of 89 cents," 
Felton recalls. "Last year we sold a 
6.50unce twinpack for as low as 62 
cents to meet competition."lndustry 
sources say that by the time a manu- 
facturer pays for trade allowances 
and shelf space, it's tough to make 
money at 75 cents for the same size 
package. All the consumer has to do 
in the typical supermarket is sit back 
and wait for thelowest-priced deal of 
the week. 

Whiletheseanecdotes illustratethe 

extremes of the price war, average 
price-per-pound data provided by 
Nielsen Marketing Research shows 
theaverageforsupermarketsat $2.61, 
onlyslightly higher than other trade 
outlets that traditionally sell larger 
packs for a lower price per pound. In 
1990, the average price per pound in 
supermarkets was $2.71. 

The price wars for the traditional 
potato chip products have sent the 
once high-flying kettle-style potato 
chip segment limping, suffering an 
Il.0percent dropin poundvolumein 
supermarkets from the previous year. 
Kettlestyle chips now comprise 6.9 
percent of potatochip poundvolume 

0 Pound Volume (Billions) 0 Dollar Sales (Billions) 

1991pddoQlipRpvwt 
(Measured in Pound Volume) 

BBQ 
8.8% 12.7% 

Sour Cream & Onion 

0.2% 0.2% 
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1991~alipDisbibUtion 
(Measured in Pound Volume! 

Supermarkets / 48.2 % 
Other 
4.6% . 

Convenience Stores 

I /  
I Warehouse Clubs 

2.0% Mass Merchandisers I 4.5 DID 

Drug Stores 
2.3 YO 

air; G..? peiceiii ui duiiar saies. 
Eagle Snacks President Kevin 

Bowler, whose company produces 
the popular Cape Cod brand potato 
chips,says premium pricingwasonly 
one of the problems facing kettle- 
style chips. Others, he explains, in- 
clude the narrowness of the hardbite 
texture segment, and the fact that 
kettle-style potato chips have lost 
some of their newness. On the other 
hand, Bowler points out that sales of 
Cape Cod potato chips were up 
slightly, largely because of the intro- 
duction of new flavors. 

Bordenalsoadded two new flavors 
to its Krunchers! line-sour cream 
and onion, and salt and vinegar. 

In supermarkets, ridged chips lost 
1.8 percent in pound volume in 1991, 
but the regular potato chip segment 
climbed 5.9 percent in pound vol- 
ume, largely due to heavy p rome  
tion. Fabricated potato chips grew 
1 .O percent. 

Regular potato chips now account 
for45.1 percentofpotatochippound 

SW-14 

vuiuiiie, iuiiuwed uy ridged ai 34.4 
percent, fabricated at 13.6 percent, 
and kettlestyleat 6.9percent. Nearly 
70 pcrccnt of potato chips sold were 
of the regular variety. Top flavors 
were barbecue at 12.7 percent and 
sour cream and onion with 8.8 per- 
cent. 

, 

! 
. .- 

1001 Potato Chip Prices 1 

Mass Merchandisers $2.46 

Warehouse Clubs 

Convenience Stores $3.31 

Supermarket-only growth figures 
show steady increases in the popu- 
larity of barbecue flavor (up 4.7 per- 
cent) and sour cream and onion (up 
7.1 percent). Onion flavor fell 21.8 
percent and cheese flavor was down 
6.7 percent. Salt and vinegar, an u p  
andxomingflavor in theunitedstates 
followingheavypopularityin England 
and other portions of Europe, rose 
24.6 percent. Hot and spicy flavor 
was also up 20.7 percent. Cajun sea- 
soning was a ioser, iaiiing 4i.5 per- 
cent. 

Low-oil potato chips continue to 
retainanicheinthepotatochip busi- 
ness, representing 3.2 percent of 
pound volume in 1991. In supermar- 
kets, low-oil potato chips increased 
7.3 percent in pound volume. Low- 
salt potato chips rose 23.7 percent 
among supermarket shoppers, help 
ing them capture 0.6 percent of p u  
tat0 chip pound volume. This rela- 
tively new product appears to be 
attractingconsumers who previously 
purchased no-salt potatochips, since 
the nc-salt segment declined 14.0 
percent in supermarkets, lowering 
its share of pound volume to 1.5 per- 
cent. Salted potatochipsstill retaina 
dominant 97.9 percent of pound vol- 
ume. 

Overall, there was very little new 
product or line extension activity in 
the potato chip segment; manufac- 
turers werecontenttoslugitoutwith 
their traditional offerings. However, 
the newly formed Colorado Gold 



1991PbtabchiilyPes 
(Measured in Pound Volume) 

Region 

KettleSlyle 
6.9% 

I Fabricated 
.6% 

Percent of 
Potato Chip Regular Ridged Kettle. Fabricated 

Market Style 

Chips, Inc., Colorado Springs, Colo- 
rado, began producing Chips OGold 
Crisp Chips extra crunchy potato 
chips in jalapeRo, mesquite barbeque, 
sour cream and onion, and regular 
flavors in several western states, and 
planstoexpand distribution this year. 
Frito-Lay added a Monterey Jack fla- 
vor to its line of Ruffles potato chips. 

The potato chip segment suffered 
through another weather-related ca- 
tastrophe, when shortages in the 
Spring crop sent open market potato 

New England 
Mid-Atlantic 
East Central 
Southeast 
Southwest 
West Central 
Pacific 

prices soaring to the $2@-to-$25 per 
hundred-weight range, a level a t  
which only those with deep pockets 
continued to promote heavily. As a 
result, many companies pulled back 
promotional activities until the storm 
subsided. From summer on, supplies 

5.7 
14.6 
17.4 
18.1 
10.9 
18.4 
14.9 

and prices were in line with expecta- 
tions, In fact, by yearend, favorable 
raw material costs for the potato chip 
category had manufacturers talking 
about increased profits for 1992. To- 
tal dollar sales for potato chips 
reached $4.34 billion, while pound 
volume totaled 1.56 billion. 

Although grocery stores and su- 
permarketscontinuedto bethemain 
arenafor potatochippurchases, two 
other retailing segments picked up 
growing segments of the business. 
Bytheend of 1991, mass merchandis- 
ers had 4.5 percent of the category 
purchases, while club and member- 
ship stores reached 2 percent. 

Pricing data compiled for all out- 
lets showed the wide range of prices 
consumers payonaper-pound basis. 
The vending category, in which only 
small bags are sold, generated 45 
cents an ounce, or $7.20 per pound, 
while convenience stores averaged 
$3.31 perpound. Supermarkets,with 
sales of more than $2 million annu- 
ally, generated 48.2 percent of the 
potato chip volume, at an average 
price of $2.61 per pound. Grocery 
stores-with wekly sales volume un- 
der $2 million-weighed in at $2.53 

1991 Potato Chip Types By Region 

T0TALU.S. I 100.0 I 45.1 I 34.4 I 6.9 1 13.6 

46.1 
49.6 
46.0 
42.5 
44.5 
42.0 
46.1 

29.7 
30.5 
36.2 
33.7 
33.9 
37.5 
35.4 

18.2 
15.5 

6.3 13.4 
7.4 11.1 
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(All Figures Represent Percentages) 

Region 

TOTAL U.S. 

Percent of 
Potato Chip Regular BBQ Sour Cream Cheese 

Market & Onion 

100.0 69.7 12.7 8.8 3.5 

Ranch 

per pound. 
Regional preferences show that 

kettlestyle potato chips remain a fa- 
vorite in New England. Fabricated 
potato chips, including Procter & 
Gamble’s Pringles, Keebler‘s 
OBoisies and Tato Skins, and Frito- 
Lay’s Munchos, proved popular in 
the Southeast and Southwest. Kegu- 
lar potato chips had a strong show- 
ing in the Mid-Atlantic states, New 
England, and Pacific states, while 
ridged potato chips did well in the 
East Central and West Central re- 
gions, as well as in the Pacific states. 

Regular flavor potato chips were 
strongest in New England, the Mid- 
Atlantic, and East and West Central 
regions, but were least popular in the 
Pacific Region, where other flavors, 
including barbeque and sour cream 
and onion, did well. 

Other 

\ i 

New England 
Mid-Atlantic 
East Central 
Southeast 
Southwest 
West Central 
Pacitic 

5.7 81.5 6.0 7.0 1.4 
14.6 77.2 8.8 8.6 1.8 
17.4 74.1 11.6 5.6 4.6 

18.1 64.6 15.1 9.8 3.6 
10.9 63.2 15.7 12.1 2.3 
18.4 72.5 11.1 7.3 4.9 
14.9 60.1 17.4 11.5 3.8 

3.9 
2.4 1.8 
2.6 4.6 

/’ 
/’ 

/ 
/’ 
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1991 Dollar Sales: $2,531 Billion (+4.5 O/O) 
1991 Pound Volurntz: 1.033 Billion (+d7 %) 

There was plenty of activity in the 
tortilla chip segment in 1991, includ- 
ing perhaps the toughest competi- 
tion in the history of the category. 
Although flavored tortilla chips did 
not do particularly well, restaurant- 
style tortilla chips were extremely 
popular, helping to push to segment 
ahead at a healthy pace. 

Pound volume, up a half percent 
over the 1990 increase, edged over 1 
billion forthe firsttime, but thedollar 
sales boost was 2 percent below the 
growth rateofthe previous year. Total 
industry sales reached $2.53 billion. 

There were a number of big stories 
in the segment during 1991. The first 
was Eagle Snacks’ aggressive rollout 
of tortilla chips across the country. 

Eagle Snacks, the Anheuser-Busch 
unit now headquartered in Dallas, 
Texas, pushed its way to a 4 percent 
share of the segment. 

While conceding that it was still 
only a small share, Kevin Bowler, 
Eagle Snacks’ president, says it was 
good enough to position Eagle as the 
number-two brand of tortilla chips 
nationally. 

Eagle’s entry triggered the most 
aggressive tortilla chip pricing since 
1966, when Frito-Lay introduced 
Doritos. Sharply reduced prices for 
traditional sizes and two-for-oneprm 
motions were widely competitive 
ploys. “Eagle’s entry into the tortilla 
chip business helped to expand the 
category,” comments D. Warren 

Brown, president of Wyandot, Inc., 
Marion, Ohio. “The marketplace was 
a lot more competitive, with lots of 
promotions, includingcouponingand 
buy-one, get-one free.” 

As the dominant supplier of tortilla 
chips for the American consumer, 
Frito-Lay has been theobvious target 
of all the players entering the cat- 
egory. According to The Wall Sheer 
Joumoi, quoting Nielsen Marketing 
Research, supermarket sales of 
Doritos fell nearly 10 percent in the 
yearendingMarch21,1992, toS440.6 
million,and its marketsharedropped 
five points to 39.3 percent. However, 
Frito-Lay told the publication that 
supermarket sales of Doritos were 
down onlyabout 3 percent and over- 

l99lTOftiiQlipFbWIS 
(Measured in Pound Volume) 

0 Pound Volume (Billions) 0 Dollar Sales (Billions) 
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1954 Toorti!!e Chip Prim 

I n 
Outlet Price Per Pound 

all retail sales up 0.5 percent in 1991. 
Concerned about the future of its 
flagship tortillachip brand, Fritc-Lay 
began test-marketing a reformulated 
version of Nacho Cheese Doritos in 
late 1991. The new version is said to 
be20to30percent cheesier withless 
garlic and aftertaste. F r i tday  told 
The Wal/ Street Journal that the new 
formulation increased sales 10 per- 
cent in tests in Denver, Colorado. 
Quoting Stephen Liquori, vice presi- 
dent, marketing, theJoumalreported: 
tu iiir iiiarkei iirairci up uvrr  i i i r  

last several years, it became appar- 
entwehadtododifferent thingswith 
Doritos. Tastc prcfercnccs have 
changed over time.” The “new” 
Doritos rolled out in April, backed by 
a major advertising push. 

Fritc-Lay also introduced a bite- 

‘‘ . 
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(Measured in Pound Volume) 

Supermarkets 
47.6% 

Other 
4.6 % + Vending 

2.6 % 

Foodservice 
5.0 % 

Convenience Stores / 
12.5 % 

Warehouse Clubs 
2.9 % ass Merchandisers 

size version of its popular Doritos 
and Tostitos tortilla chips, and istest- 
marketing Doritos Cracker Crisps in 
Indiana. 

v v i i i i r  F i i i v i ay  was iiiiiciiitg wiiii 
Doritos, it struck gold with a white 
corn, restaurant-style version of its 
popular Tostitos. Thc  new entry 
promptly captured anestimated $100 
million in retail sales in 1991. That’s 
on top of the  estimated $226 million 
in worldwide retail sales for the round 
Tostitos, introduced in 1981. 

In its current  annual report ,  
PepsiCo, Inc.. says Fritc-Lay’s Santitas 
traditional restaurant-style tortilla 
chip posted an estimated $153 mil- 
lion in retail sales, while Doritos, the 
product that started it all in 1966, had 
worldwide retail sales of $1.3 billion 
in 1991. 

Borden Snacks and International 
Consumer Products Division also 
added LaFamous White Corn Restau- 
rant-Style tortillachips to its national 
brand listing, whileHiland Potatochip 
Company, adivision of Curtice Burns 
SnackGroup, introduceditsownRes- 
taurant-Style white and yellow corn 
tortilla chips in Iowa, South Dakota, 
Minnesota, Illinois, Missouri, and 

. . ., 

Nebraska. 
All the tortilla chip growth didn’t 

occur on retail shelves, however. 
Gaylen Legan, president of Mission 

ports hiscompany’s foodservicebusi- 
ness has “exploded,” thanks to ex- 
pansion of salad bar concepts by 
fast-food chains. Some now include 
tortilla chips and melted cheese as 
part of the menu. 

In supermarkets, tortillachipsales 

FuuGis, ius  kryrirs, Caiiiurtria, ic 



grew at aslowerratethan theoverall 
segment per formanc4ol la r  sales 
rose only 2.1 percent while pound 
volume increased 4.2 percent. The 
flavortrends wereapparent in super- 
markets, where consumersgaveregu- 
lar tortilla chips a 10.3 percent lift 
during 1991, reflecting the rise in res- 
taurant-style tortilla chips. Salsa, 
jalapeno and spicy/hot flavors all 
dropped off substantially. 

Low-salt versions of tortilla chips 
were increasingly popular last year, 
rising 36.0 percent among supermar- 
ket shoppers to capture 5.7 percent 
of total tortilla chip pound volume. 
Unsalted varieties fell 5.5 percent in 
supermarkets, and now stand at 3.2 
percent of pound volume. Salted tor- 
tillachipsaccount for91.1 percent of 
pound volume. 

Low-oil tortilla chips fell dramati- 
cally during 19914ff 54.5 percent in 
supermarkets. These products only 
account for 1 percent of total tortilla 
chip pound volume. 

Regionally, regular tortilla chips 
were most popular in the Southwest 
and Pacific regions, followed by the 
West Central and Southeast regions. 

Supermarkets and grocery stores 
continued to get the lion's share- 
better than 66 percent-f tortilla 
chip pound volume, while mass mer- 
chandise stores garnered 4.2 percent 
of sales and warehouse club stores 
2.9 percent. The average price per 
pound of tortilla chips in supermar- 
kets (stores with more than $2 mil- 
lion in annual sales) was $2.23 and in 
groceryoutlets (stores with less than 
$2 million in annual sales) was $2.29. 
In mass merchandise stores, the av- 
erage price per pound dropped to 
$2.06 and in membership and club 
stores, it averaged $1.75. 

Percent of 

Market 
Region Tortilla Chip Regular 

199l Tortilla Chip Flavors By Region 
(All Figures Represent Percentages) 

Cheese 

T0TALU.S. I 100.0 I 57.6 1 29.4 

New England 
Mid-Atlantic 
East Central 
Southeast 
Southwest 
West Central 
Pacific 

3.9 
9.7 

13.2 
13.2 
16.3 
20.2 
23.5 

47.2 
48.0 
53.0 
54.3 
67.1 
56.9 
61.7 

36.4 
37.6 
35.4 
33.8 
22.2 
30.5 
23.3 

Ranch ~ Other I 

6.4 4.3 

7.8 7.2 
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SWGGISV IN 199l- 
1991 Dollar Salm: $620.7 Million (-1.8 O/O) 
1991 ?wnd Volume: 243.7 Million (+4.0 O/O) 

Thecornchipsegment generated a 
4 percent increase in pound volume 
in 1991, but competitive pressures 
resulted in a drop in dollar sales, 
whichdecreased 1.8percent to$620.7 
million, marking the second consec- 
utive year of dollar sales declines. In 
1990, dollar sales were off 5.4 per- 
cent, while pound voiume was also 
down 4.4 percent. 

Supermarket-only sales lor 1991 
showed an even bleaker picture. Dol- 
lar sales were off 7.2 percent and 
pound volume was down 1.7 percent 
in these outlets. 

In early 1991, Fritday,which domi- 
n 2 e s  the s e p e n ? ,  ::!!e6 “”t !en- 
Stop Nacho Fritos corn chips, a prod- 
uct the company says was aimed 

primarily at teenagers, especially 
boys aged 10 to 18. 

A Fr i tday  spokesperson quoted 
in Adweek magazine noted, “The 
growth of Fritos has been sluggish 
compared to the rest of the industry. 
Those people enjoying Fritos in the 
1950s and 1960s are aging and not 
snacking as mucli ...[ we‘ve] reposi- 
tioned [our corn chips] to reflect 
these demographic changes.” 

F r i tday  hoped that the Non-Stop 
Nacho flavor would increase sales of 
its corn chips as it did for its Doritos 
tortilla chips. The company pre- 
sented a redesigned Fritos logo on 

“Muncha Buncha Fritos” advertising 
campaign popular in the 1960s. 

the p”k2ye %?...I hrnvgh! hick the 

~ - I  

0 Pound Volume (Millions) Dollar Sales (Millions) 

~ ~ ~ p a u w z  
(Measured in Pound Volume) 

BBQ 
7.0%, 

Spicy Chec 
8.7% 

Ranch 
5.1% 

Hot & Spicy 
0.1% 

Other 
0.6% 

s\v-20 



Outlet 

Supermarkets 

Grocery Stores 

Mass Merchandisers 

Drug Stores 

Warehouse Clubs 

Convenience Stores 

I 

Price Per Pound 

$2.43 

$2.38 

$2.34 

$2.26 

$2.18 

$2.96 

1941COmChipDkbibuh 
(Measured in Pound Volume) 

Percent of 
Region Corn Chip Regular Barbecue Spicy 

Market Cheese 

Other [ Supermarkets \ 4.6 % -. ?" ..", 

Ranch Other 

FoOdseNlCe 
5 0 % 

100.0 

3.8 
12.2 
13.9 
16.3 
21.2 
16.8 

Convenience Stores i 

77.9 7.0 8.7 5.7 .6 

84.4 5.2 4.9 4.5 1.0 
76.7 10.5 6.5 5.8 0.5 
74.5 11.0 8.5 5.5 0.5 
76.1 12.7 5.6 4.5 1.1 
84.5 3.7 7.8 3.5 0.5 
75.5 5.8 10.8 7.1 0.8 

12.5% 
Grocery Stores 

12.4 % Warehouse Clubs 
2.4 % ass Merchandisers 

Drug Stores 7.2 % 
2.6 % I 

cent in supermarkets. 
Low-salt and nesalt varieties to- 

gether comprise only 0.5 percent of 
pound volume. Supermarket data 
shows that low-salt pound volume 
dropped 9.7 percent, while sales of 
no-salt corn chips rose 18.4 percent. 

Broken down by region, corn chips 
did best in theSouthwest,Southeast, 

West Central, and Pacific states, with 
spicy cheese being most popular in 
the Pacific states. Barbecue was fa- 
vored in the Southeast, East Central, 
and Mid-Atlanticregions,whileRanch 
did best inthe Pacificregion. Regular 
corn chips were popular across all 
regions, but were the favorite in New 
England and the Southwest. 

New England 
Mid-Atlantic 
East Central 
Southeast 
Southwest 
West Central 
Pacific I 15.8 I 75.8 1 0.7 1 13.9 1 9.0 I 0.6 I 
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1991hlIar Salk: 51.418 Billion (+4.4 O/O) 
1991 ?ound Volume: 6n.6 Million (+43 %) 

1991 Dollar Sales: $455.3 Million (+4.8 %) 
199i Pound Volume: 1113.6 Million (+6.5 VO) 
MICRO 
1991 Dollar Sales: $830.0 Million (+7.0 %) 
1991 ?wnd Volume: 353.0 Million (+10.1%) 

1991 Dollar Sales: $132.4 Million (-10.5 O/O 
1991 Pound Volume: 185.0 Million (-6.8 O!O) 

While recent years have seen im- 
pressive growth in the popcorn seg- 
ment, 1991 was a year of modest 
growth for both ready-toeat and 
microwavable popcorn as both cat- 
egories began to level out following a 
flurry of new product introductions. 
Unpopped popcorn continued its 
steady decline. 

As inseveralothersegments, pound 
volume growth exceeded dollar sales 
increases in ready-to-eat and 
microwavablepopcorn dueto heavy 
competition in those segments and 
strong growth in low-price distribu- 
tion outlets such as mass merchan- 
disers and warehouse clubs, where 
both types of popcorn have carved 
out large niches. 

In thecaseofready-toeat popcorn, 
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this growth into new outlets came at  
the expense of supermarket sales. In 
supermarkets, dollar sales fell 4.1 
percent and pound volume was off 
4.9 percent for ready-to-eat p o p  
corn-a shocking development for a 
segment that posted an average 19 
percent gain in dollar sales in 1989 
and 1990. 

Microwavable popcorn fared bet- 
ter in supermarkets, retaining dollar 
sales growth of 5.1 percent and a 
pound volume increase of 5.5 per- 
cent: significantly less than its over- 
all 1991 growth but still a healthy 
increase. 

On average, about 8 percent of sa- 
vory snacks are sold in mass mer- 
chandisers and about 4 percent in 
warehouse clubs, but ready-teeat 

popcorn surpassed both those fig- 
ures with a 17.7 percent share of 
pound volume in mass merchandis- 
ers and 4.3 percent in warehouse 
clubs. The price advantage in these 
outlets is clear: ready-toat popcorn 
costs $1.86 per pound in mass mer- 
chandisers and $2.04 in warehouse 
clubs, versus $3.34 in supermarkets. 

For microwavable popcorn. a 
whopping 25.0 percent of pound vol- 
ume moves through mass merchan- 
disers,and 10.7percentthroughware- 
house clubs. The price break is 
equally impressive for microwavable 
popcorn: $1.66 per pound in mass 
merchandisers and $1.59 in ware 
house clubs, versus $2.76 in super- 
iliariteis. 

Despite its reputation as a low-fat 
snack, the recession and the matur- 
ing of the white Cheddar cheese fla- 
vor seem to have taken much of the 
steam out of the ready-toeat pop  
corn business, which had beenoneof 
the star performers in recent years. 
Sincewhite Cheddar cheese popcorn 
became popular in the mid-tdate 
1980s, each major snack company- 
Frito-Lay, Borden, Eagle, and 
Keebler-has added the product to 
its snack line. By 1991, however, the 
market for this flavor was saturated, 
not onlywith these major brands but 
a variety of smaller companies as 
well. Inaddition, whitecheddar p o p  
corn is typically priced as a preniium 
product, which hurts sales during a 
recession. 

Althoughnewflavorssuchas white 
Cheddar helped ready-toeat popcorn 
grow even faster than microwavable 
popcorn, even as microwavable p o p  
corn was bursting onto the scene, it 
may now be feeling the effects of 



--popcan- 
(Measured in Pound Volume) 

12.3% 
i-s, While Cheddar I Pound Volume (Millions) 0 Dollar Sales (Millions) 17.1% 

(Measured in Pound Volume) 

consumer desire for easy-to-prepare 
hot popcorn. Witheasy-to-usemicre 
wave packages tucked in the pantry 
for"anytime"consumption, consum- 

ers seem to be resisting the impulse 
to purchase ready-toeat popcorn. 
Infact,poundvolumeofwhiteChed- 

dar cheese popcorn declined 11.1 

percent in supermarkets last year, a 
victim of theoverall drop in ready-to- 
eat popcorn in supermarkets. Cur- 
rent pound volume market share fig- 

Cheese 
1 2% 

0 Pound Volume (Millions) 0 Dollar Sales (Millions) 

SW-23 



h % k d v t e E a t  Poptorn Prim1 
I Outlet IPrIce Per Pound1 

$3.34 

Drug Stores $2.66 

Cor 

11001 M i c m b l o  Popcorn Prim I 
Outlet 

$2.19 
~~ ~ 

Drug Stores 
~~ I Warehouse Clubs 1 $l~.5F-l 

1 Convenience Stores 1 $3.00 I 

uresshowwhitecheddarat 17.1 per- 
cent, behind perennial flavor favorite 
caramel (38.8 percent) and regular 
(20.3 percent). All these flavors suf- 
fered volume drops in supermarket 
sales. The only major flavor to post 
an increase in supermarket pound 
volume was butter, which rose an 
impressive 22.6 percent. 

In the microwavable popcorn see 
ment, butter flavor is expanding its 
dominant position, rising 13.4 per- 
cent in pound volume in supermar- 
kets to capture 71.6 percent of the 
market. Regular is the only other sig- 
nificant flavorat 26.2 percent of pound 
volume, and it fell 6.4 percent in su- 
permarkets. Caramel and cheese fla- 
vors together only account for 2.2 
percent of pound volume, and both 
declined more than 35 percent in 
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rn~di%paImDisbirn 
(Measured in Pound Volume) 

\ 

\ 
Grocery Stores 

9.7% 

Mass Merchandisers 
17.7 % 

I 4.3 % 

Drug Stores 
5.5% 

l 9 9 l M i b k ~ -  
(Measured In Pound Volume) 

Other 

Vending 

supermarket sales last year. “light”showeda51.3percentincrease 
Consumers continued to look to  in pound volume, even while overall 

both ready-to-eat and microwavable poundvolumewasoff inthesestores. 
popcorn as low-fat snacks in 1991. In These low-oil products comprise 5.3 
supermarkets, for example, ready+@ percent of pound volume for ready- 
eat popcorn labeled as “low-oil” or to-eat popcorn.Thesefiguresareeven 



1991 Rmdy-to-Eat Popcorn Flavors By Region 
(Ail Figures Represent Percentages) 

12.0 
10.8 

8.5 
10.1 

5.6 
10.1 
11.6 

Percent of 

Popcorn Market 
Region Ready-to-Eat 

.3 

.2 

.2 

.4 
4.1 
1.9 
4.3 

TOTAL U S  

New England 
Mid-Atlantic 
East Central 
Southeast 
Southwest 
West Central 
Pacific 

100.0 

9.4 
19.8 
13.9 
13.5 
7.4 

20.2 
15.7 

more impressive for microwavable 
popcorn,wherelow-oilproducts com- 
mand 37.8 percent of pound volume, 
and rose an impressive 41.4 percent 
in supermarkets last year. 

Similar patterns emerge when look- 
ing at salt content. In ready-twat 
popcorn, low-salt products represent 
5.6 percent of poundvolume, and no- 
salt is 1.0 percent. Low-salt varieties 
are growing, posting a 9.8 percent 
pound volume increase in supermar- 
kets while both nesalt (-2.3%) and 
regular (-5.7%) varieties fell. For 
microwavable popcorn, 20.9 percent 
of pound volume is low-salt and 2.3 
percent is nc-salt. Consumers are 
rapidly moving to  low-salt versions 
as a preferred alternative to nc-salt. 
In supermarkets, low-salt varieties 
grew 25.0 percent last year while nc- 
salt dropped 25.8 percent. 

Regionally, several interesting 
trendsemerged last yearin theready- 
t w a t  popcorn segment. Caramel fla- 
vor is preferred by consumers in the 
Southeast and Southwest regions, 
while white Cheddar cheese re- 
mained the favorite by a substantial 
margin in New England. Regular fla- 

Re g u I a r 

20.3 

27.3 
30.6 
11.4 
12.3 
11.5 
20.5 
21.4 

Caramel 

38.8 

20.4 
31.9 
41.4 
51.6 
64.8 
34.0 
38.8 

White 
Cheddar 
Cheese 

17.1 

32.5 
19.3 
13.0 
19.5 
9.6 

11.0 
18.1 

Cheese 

12.3 

7.5 
7.2 

25.5 
6.1 
4.4 

22.5 
5.8 

Butter 
Flavors 

vor was popular in New England and 
the Mid-Atlantic regions, and con- 
sumers in the East Central and West 
Central regions ate  much more 
cheeseflavored popcornthan people 
in other regions. 

Several companies introduced 
‘‘light’’ popcorn products in 1991, 
including Charles Chips, Frito-Lay 
(Smartfoods), and the  Boston P o p  
corn Company, which rolled out a 
”lite” caramel popcorn. Charles 

Chips also accompanied its Light 
Popcorn product with a new white 
Cheddar cheese popcorn product. 
Many of the light versions boast 
less sodiumandlessfat. Meanwhile, 
Hunt-Wesson’s Orville Reden- 
bacher’s brand is testing a ready- 
t eea t  popcorn line in Milwaukee, 
Wisconsin; Phoenix, Arizona; and 
St. Louis, Missouri. The product 
comes in natural, white Cheddar 
cheese, caramel, and natural light. 
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At Hercules, we have a unique 
ability to identify and solve 
problems you may not even 
know you have. 

Problems that can cost con- 
verters and packagers both 
time and money. 

We can do this because we 
have some of the film indus- 
try's most knowledgeable 
people on our staff, many 
with Ph.D.'s in chemistry and 
polymer science. 

And because our facilities are 
equipped for such sophisti- 
cated analytical capabilities 
as NMR spectroscopy, infra- 
red microscopy, and ESCA 
surface analysis. 

Capabilities that allow us to  
analyze and measure, with 
extreme precision, such vital 
properties as adhesion, seal- 
ing, moisture barrier, and gas 
permeability. 

Hercuies ais0 nas a cornpieie 
film applications laboratory 
equipped with a wide variety 
of vertical and horizontal 
packaging machines and a 
state-of-the-art pilot convert- 
ing line with extrusion and 
adhesive laminating capabili- 
ties. Plus much more. 



Our efforts in test method 
standardization recently led 
to the first calibration unit ca- 
pable of accurately measuring 
the jaw pressure and dwell 
time of laboratory sealers. We 
developed it to meet our own 
needs, but almost immediately 
offered it to the industry at 
cost. Even to our competition. 

We look forward to working 
with you. Because the last 
thing your packaging should 
contain is problems. 

For more information, call us 
at 1-800-247-4372. (In Can- 
ada, call 1-800-268-2825.) Or 
write Hercules Incorporated, 
Packaging Films Group, 
Hercules Plaza, Wilmington, 
DE 19894. 

If there's a better way, we'll 
help you find it. 



O'OI 
1991 Dollar Sales: S8l3.0 Million (+83 
1991 3wnd Volume: 273.8 Million (+7.0 OO) 

In the snack food industry, excite- 
ment and fun generate successful 
products. Perhaps that's why an ag- 
gressive promotion of Frito-Lay's 
Cheetos brand cheese-flavored 
snacks in the shape of a paw helped 
propel the extruded snack segment 
up by 7 percent in pound volume and 
8.2 percent in dollar sales. According 
to Fritc-iay, tiit: paw-shaped snacks 
(featuring brand mascot Chester 
Cheetahon the package) aredesigned 
to appeal to what it identifies as "a 
new generation of snacker."ThesclO- 
te20-yearulds are an age group the 
company anticipates will grow twice 
as fast as the overall population in 
comir?g :-?%-s. 

Ralston Purina Company of St. 
Louis, Missouri, inspired bythepopu- 

lar Teenage Mutant Ninja Turtles, in- 
troduced Teenage Mutant Ninja 
Turtles PizzaCrunchabungas, a corn- 
meal-based puffed snack with pizza 
flavoring. Ralston Purina says the 
snack is designed to leveragethesuc- 
cess of the Ninja Turtles movie and 
cartoon characters and combinethat 
with the extremely high appeal of 
pizza taste among childrcn. 

Retail sales of extruded snacks 
reached $813 million in 1991. Frit* 
Lay says that the "paws" version of 
Cheetos produced $80 million in re- 
tail sales, while the overall Cheetos 
line of extruded snacks was up 22 
percent. 

Another factor in the growth was 
substantially higher sales of Cheez 
Doodles, marketed intheEast byWise 

Foods, adivisionofthe BordenSnacks 
andlnternationalConsumer Products 
Division. Aggressive promotions p o  
sitioned Cheez Doodles as the num- 
ber-one extruded snack in the East, 
from Maine to Florida, a Borden ex- 
ecutive reports. Borden also intro- 
duced Doodle 0's  cheeseflavored 
corn puffs. 

Extruded snacks rank slightly be- 
low the industry average in sales 
tlrrougli supermarkets (43.0 percent 
of pound volume versus an industry 
average of 47.7 percent). A relatively 
high percentage of sales move 
throughconveniencestoresand mass 
merchandisers.Thesenon-supermar- 
ket outlets were a key to the growth 
of extruded snacks this year, since 
supermarket-only growth figures 

mlExlruddsnad<FbuUs 
(Measured in Pound Volume) 

Other 0 Pound Volume (Millions) 0 Dollar Sales (Millions) 3.8% 
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1001 Extrudod Snack Prim I 
Outlet Price Per Pound 

Grocery Stores I $2.69 I 

Warehouse Clubs 

Convenience Stores I $3.55 I 

show aslight 1.3 percent increase in 
dollarsalesand0.7percent growthin 
pound volume, while the overall seg- 
ment growth was much higher. 

Although extruded snacks have 
carved out substantial niches in these 
alternative outlets, theaverage price- 
per-pound varies only slightly, with 
the exception of convenience stores. 

The vast majority of the extruded 
snack segment is made up of cheese- 
flavored snacks, but some new fla- 
vors of extruded snacks were intro- 
duced last year, including Mrs .  
Weaver’s Puffcorn from the Weaver 
Potato Chip Company, Lincoln Ne- 
braska. The extruded corn snack, 
available in butter and white Ched- 
dar cheese flavors, features a light, 
popcorn taste without the hard bite 
of popcorn. 

In addition, Skinny Snacks, Inc., 
based in Miami, Florida, introduced 
Skinny Natural Corn Chips made us- 
ing unique extrusion technology de- 
veloped in Brazil. The distinctive 
ultracrisp chips, which are shaped 
like a rounded thimble, are available 
in Nacho cheese, barbecue, sour 
cream and onion, original, and no- 
salt varieties. 

Charles Chips, Inc., Lancaster, 
Pennsylvania, added atwisttocheese- 
flavored extruded snacks, introduc- 
ing white Cheddar cheese twists. 
Additionally, the company’s Morn- 
ing Munchies, an innovative wheat- 
based extruded snack, was created 
as a breakfast snack. The product is 
availableincinnamon toast and maple 
flavors. 

l 9 9 l ~ s n a c k D i m i b U t i o n  
(Measured in Pound Volume) 

Vending 
4.0 % 

cery Stores Convenience Stores 
15.0% 14.0 % 

Warehouse Clubs I Mass Merchandisers 

5.0 % 
Drug Stores ll.O % 

3.0 YO 
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199l Dollar fala: $764.4 Million (+25.6 O/O) 
1991 Pound Volume: 414.7 Million (+18.5 O h )  

While it pales in size compared to 
potato chips and tortilla chips, the 
pretzel segment was the envy of the 
industry in 1991, posting robust 
growth figures in both dollar sales 
and pound volume. 

Fueled by a number of factors, 
pretzels skyrocketed 25.6 percent in 
dollarsalesand 18.5percent in pound 
volume. It was one of only a few seg- 
ments inwhich dollar sales grew more 
than pound volume. The pretzel seg- 
ment was also the only segment to 
enjoy supermarket growth figures 
that  closely matched all-outlet 
growth; dollar sales grew 25.9 per- 
cent and pound volume was up 17.1 
percent in supermarkets. 

Freizei saies iiave gruwii a i  a 
healthy clip for three years following 
a long period of stagnant growth, but 

1991 pound volume growth tripled 
that of 1990 and dollar sales growth 
more than doubled the 1990 level. 

Pretzel manufacturers list a num- 
ber of reasons for the solid perfor- 
mance, not theleast of which is Frito- 
Lay’s recent attention tothecategory. 
The Dallas, Texas, snack giant is 
spending freely in support of its Rold 
Gold brand. 

Asecond factor oftenmentionedis 
nutrition. Pretzels are alow-fat snack, 
and that fact has not been lost on a 
growing number of consumers. 

The recession also played a key 
role. People stayed home more and 
took advantage of traditionally low 
pretzel prices, which were one-third 
iowcr iiiaii iiie average siiack ($i.&i 
per pound versus $2.73). This low 
price was available in supermarkets, 

while mass merchandisers, drug 
stores, and warehouse clubs cut the 
price even further-down to $1.13 
per pound in warehouse clubs. 

Finally, America’s mobile society is 
helping to  boost pretzel sales in ar- 
eas of thecountrythat havenot been 
traditionally good markets for pret- 
zels. Population shifts from the Mid- 
Atlantic and East Central regions to 
the Southeast and Southwest are 
helping create a new generation of 
pretzel snackers in those areas. 

The recent growth of the segment 
has sent manufacturers scurryingfor 
more capacity, while the sale of pret- 
zel ovens has become a brisk busi- 
ness. 

weryuiiewaiiis iugeiuii tiiebaiiii- 
wagon,” says Michael Siegel, presi- 
dent of Anderson Bakery Company, 

.,I 

0 Pound Volume (Millions) 0 Dollar Sales (Millions) 

1941-m 
(Measured in Pound Volume) 

- 
6.4% 
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1991 Probe1 Prim 
Outlet 

Inc., of Lancaster, Pennsylvania, one 
of the country's largest pretzel bak- 
ers. Siege1 says the industry has been 
operating at ahout 90 percent of ca- 
pacity to meet consumer demands. 

In addition to the low-fat appeal of 
pretzels, many consumers also 
choose low-salt and nmal t  varieties. 
Low-salt pretzels comprise 4.6 of 
pound volume, and are  growing 
quickly-up 66.5 percent in super- 
markets last year. No-salt pretzels 
are 5.0 percent of pound volume, 
and grew 18.8 percent in supermar- 
kets. 

Keebler, which has been market- 
ing a line of butter-flavored pretzels, 
is restaging its line to include tradi- 
tional Bavarian-style pretzels and 
knots. Borden, which has been using 
its Seyfert facility as the linchpin for 
its pretzel sales, acquired Quinlan 
Pretzel Company of Denver, Pennsyl- 
vania, to provide additional capacity. 

Rice Bran Pretzel Stixfrom Benzel's 
Bretzel Bakery, Inc., Altoona, Penn- 
sylvania, was another new pretzel 

I 

mPIdzelmSl?ikrbkn 
(Measured in Pound Volume) 

\ 
Mass Merchandisers 

Warehouse Cluds / 
4.50' Drug Stores 6.0 % 

5.0 % 

product rolled out in 1991. It is mar- thins 
keted as having no cholesterol, no 
sugar, low fat content, and few c a b  
ries-only 113 per launce  serving. 

Innkeeper's Choice, a line of pre- 
mium, all-natural pretzels from 
Snyder of Berlin, Berlin, Pennsylva- 
nia, is a new upscale line of pretzels 
that includes minis, rods, stix, and 

Fat-free Mister Salty pretzel twists 
and sticks from Nahisco Brands were 
introduced tocapitalizeon thehealth 
benefits and renewed popularity of 
pretze1s.A 1aunceservingoftheFat- 
free Mister Salty Pretzels, which are 
baked without anyoils or shortening, 
has 100 calories. 
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1991 Dollar Sales: 51.341 Billion (+2.8 O / O ~  

1991 ?wnd Volume: 389.0 Million (-3b 10) 
A poor peanut crop in the fall of 

1990 was reflected in the overall per- 
formance of the snack nut segment 
last year, since peanuts represent 
67.2 percent of sriack iiut pound voi- 
ume. The segment produced a mod- 
est increase in dollar sales for the 
first time in recent years. but pound 

forced to go into the open market, 
paying dearly. 

G. Michael Dillon, chairman, presi- 
dent and chief executive officer of 
Tom's Foods, Coiumbus, Georgia, 
says that attimes rawmaterial prices 
rocketed to 50 percent above normal 
pricing. Processors were forced to 

volumecontinued<hesteadydecline 
that has been shrinking the nut seg- 
ment for several years. 

The 1990 drought played havoc 
yi!h s~?pp!ips .c.i pricps thrwIoh al- 
mostthreequartersof 1991.Because 
ofweakenedsupply, brokerscouldn't 
fill contracts and processors were 

slighti; adjust package weights to 
offset increases, which was reflected 
in the dollar-tmpound volume ratio. 
The average priceper-pound in the 
ni.it Fqment was $2.45 in 1991 cnrn- 
pared to $3.23 in 1990. In the mean- 
time, the 1991 peanut crop was excel- 
lent and prices have returned to nor- 

mal, according to industry sources. 
Supermarkets continue to be the 

major outlet for snacknuts, with46.4 
percent of pound volume. Mass mer- 
cliaridiscrs have emerged as the sec- 
ond-largest outlet with 15.9 percent, 
drug stores accounted for 9.3 per- 
cent, and the fastyrowing warehouse 
clubs captured 4.8 percent of snack 
nut pound volume. 

Unlikemost othersnacksegments, 
the average price per pound of snack 
on!s w i s  higher in rna.ss merchanrlis- 
ers than in supermarkets and gro- 
cery stores. Consumers paid an aver- 
age of $3.44 per pound in mass mar- 

1991srmkplut~ 
(Measured in Pound Volume) 

Pine Nuts Peanuts 
0.1% , 

5.2% Walnuts ' 'Pistachios 
4.0% Almonds 2.5% 

2.4% 
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Grocery Stores 

Mass Merchandisers I $3.44 
I I I 
I Drug Stores I $3.24 I 
I I 1 

Convenience Stores $5.09 

ket retailers compared with $3.30 in 
supermarkets, $3.24 in drug stores, 
and$3.04in grocerystores.Thismay 
reflect the fact that nuts have tradi- 
tionally hadaplaceinmass rnerchan- 
dise stores in relatively small pack- 
age sizes, while large packs of other 
snacks have been added more r e  
cently at lower per-pound prices d e  
signed to build volume for the new 
offerings. Warehouse club stores, 
which specialize in larger packages, 
offered the lowest price, $2.54 per 
pound. 

Evidence exists that nut volume is 
moving away from supermarkets into 
otheroutlets,sincesupermarket sales 
figures showed a 7.0 percent drop in 
pound volume and only a 0.1 percent 
increase in dollar sales, much less 
than overall nut segment perfor- 
mance. 

Peanuts, cashews, almonds, and 
pistachios all suffered significant d e  
clines in pound volume in supermar- 
kets, but mixednutsdidmanagea2.6 
percent increase. The Planters Divi- 
sion of RJR Nabisco, the leader in the 
nut segment, rolled out a new line of 
Select Mix mixed nuts in 1990. 

Some of the smaller segments in 
snacknuts-walnuts, Brazil nuts, and 
hazelnuts-posted modest pound 
volume increases in supermarkets 
last year. 

Within the peanut segment,thedry- 

msnad<NutDidribUtion 
(Measured in Pound Volume) 

Supermarkets 
46.4% 

Other 
7.6 % 

Vending 

Foodservice 
3.0 % 

M 
Convenience Stores 

6.3 % 

Mass Merchandisers 
15.9% 

Warehouse Clubs 
4.8 % 

Drug Stores 
9.3 % 

roasted variety fell 11.6 percent in 
pound volume in supermarkets, but 
remains theleadingpeanuttype.Plain 
peanuts suffered the least, dropping 

only 2.9 percent in supermarket 
pound volume last year. 

Planters, based in Winston-Salem, 
North Carolina, rolled out Munch 'N 

19m-m 
(Measured in Pound Volume) 
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Go packs, the first national single 
servingnut product sold in multipacks 
of ninepack salted nuts, nine-pack 
varietypeanuts, and nincpackhoney- 
roasted peanuts. The snacks are de- 
signed for consumption on-the-go, 
and shows the famous Mr. Peanut 
trademark in a non-traditional way: 
active and on-thego. 

Borden Snacks and International 
Consumer Products Division had a 
similar idea with its Snack Time! 15 
item line of single-serving snacks, in- 
cluding jumbo salted peanuts, Span- 
ish peanuts, and cashews. 

In thealmond segment, theleading 
plain variety fell only 3.6 percent in 
supermarket pound volume, the 
smallest drop among almond variet- 
ies. The sole standout was flavored 
almonds, which shot up 82.4 percent 
insupermarkets. BlueDiamond Grow- 
ers, Sacramento, California, a leading 
almond producer, rolled out a selec- 
tion of flavors of its popular nut prod- 

Lightly Salted, and Sour Cream & 
Onion almonds. 

In pistachios, theredvariety, which 
represented 24 percent of pound vol- 
ume (the remainder is regular), 
dropped 6.9 percent in supermarket 
pound volume last year while the 
regular variety fell only 3.5 percent. 

..^+^ :,.,,,..,I:.," T-""&?.A,h,-  C " , .  
Y C L O ,  ".L1""...5 ."U.,.C",I."-YUI., 

1991CDlrnondT~ 
(Measured in Pound Volume) 

Flavored 
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1991 Dollar Sales: $461.4 Million (-5.5 O/O) 
1991 3wnd Volume: 36.3 Million (-6.5 O/O) 

The meat snack segment, which 
relies on conveniencestores for 41.0 
percent of its poundvolume, suffered 
from recessionary pressures, store- 
closings in the Cstore industry, and 
record meat prices last year, result- 
ing in a 5.5 percent drop in dollar 
sales and 6.5 percent decrease in 
pound volume. 

GoodMark Foods, Inc., Raleigh, 
North Carolina, the industry’s lead- 
ing manufacturer, enjoyed a modest 
sales increase due in part to a full 
year’s performance from AcmeFoods, 
a meat snack company GoodMark 
acquired in October 1990, plus in- 

creased international sales. Ron 
Doggett, chairman and chief execu- 
tive officer of GoodMark, described 
1991 as a very difficult year because 
of various economic issues, not the 
least of which was the recession. 

Curtice Burns Meat Snacks Group, 
Denver, Colorado, which dominates 
cii ister sales of meat snacks in su- 
permarkets, reported pound volume 
and dollar sales off 15 percent in 
supermarkets, largely because of a 
shifttosingleservepurchasesof natu- 
ral jerky and consumer resistance to 
higher price points brought on by 
higher meat prices. 

Large CurticeBurns canisterunits, 
sold under t h e  Lowrey’s and 
Smokecraft label, contain chopped 
and formed jerky. “The consumer 
shift to natural beef sold in individual 
servings did not offset the loss of 
canister volume,” according to John 
Porter, president of the group, al- 
though he adds that sales of Curtice 
Burns natural beef jerky volume 
doubled during the past year. 

Supermarkets, which represent 
only 10.0 percent of pound volume, 
showed a dollar sales and pound vol- 
ume decreases of more than 10 per- 
cent in 1991. The “other” segment of 

I 0 Pound Volume (Millions) 0 Dollar Sales (Millions) 

l 9 9 l H e a t s n a k ~  
(Measured in Pound Volume) 

Other .. . 
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. .  mMeatsnOd<lDidnkrbon 
(bieasored in Pound ?'o!ume) 

Warehouse Clubs 

Mass Merchandisers 

Vending 
1.0% 

Supermarkets 
lD.O% 

~ 

Convenience Stores 

the distribution pie (representing 
military stores, bars, truckstops, and 
ntkr.-??!!C"!!P!s) ??CCC?IIltS fer20.n 
percent of meat snack pound vol- 
ume. 

Warehouse club stores represent 
7.0 percent of pound volume, but 
some meat snack manufacturers re- 
port about half the product sold by 
warehouse clubs is purchased by C- 
stores, which may push C-store vol- 
ume closer to 50 percent of total 
pound volume. Given the extremely 
low average per-pound price of $8.58 
in warehouse clubs, it's not surpris- 
ingthat Cstoremanagerswould take 
advantage of the 42 percent margin 
to begained byresellingmeat snacks 
at theaveragec-store priceof $14.75 
per pound. 

Sales through military commissar- 
ies, which boomed in early 1991 be- 
cause of the Gulf War, dropped dras- 
tically when the troops came home. 
With many military bases slated for 
closing in coming years, that seg- 
ment of the business has an uncer- 
tain future. 

$14.75 
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I Outlet lprice Per Pouns 

I Supermarkets I $11.59 

Drug Stores $1 1.52 

1 Warehouse Clubs I $8.58 

hickory-smbked proiuct. 
In supermarkets, most flavors of GoodMark Foods' new entry was 

meat snacks fell in poundvolume k t  repackaged, reformulated Pemmic? ... ith +ha avrantinn nf t ~ ~ i . ~ = l r i  L _I L- - I  :...#-. I : _ -  - _ _ I  - ---L ,--., ...... ...~ -. .-.., ~ ... ( "IUII" "CC, , c ,ny  I l l l C  UI1U u D111"n< 

which soared 48.8 percent. Smoked turkey breast meat snackmadefroi 
and hot and spicyvarieties dropped thick premium cuts of turkey brea 
only 2.6 percent and 5.6 percent. re- tenderloin. 
spectively, in supermarket pound 
volume. 

Despite the. difficult year, meat 
snack manufacturers continued to 
introducenew products. The Knauss 
Snack Food Company of Timonium, 
Maryland, introduced its line of Bull 
and Hannah's meat snacks. The com- 
panyisajointventurerecentlyformed 
with E.W. Knauss &Son, Inc.. a suc- 
cessful meat processing company. 
The Bull brand includes a variety of 
meat snacks, including a spicy beef 
stick, spicy snack stick, beef jerky, 
and deli stick. The Hannah brand 
includes a variety of sizes and spice 
levels of red hot sausage. 

Knauss Meat Snack Company is 
also manufacturing a private label 
lineof meat snacksfor Herr Foods for 
roll-out this year and is working on a 
distribution agreement with Weaver 



1991 Dollar Sales: $225.7 Million (+3.0 %) 
1991 3wnd Volume: 41.0 Million (+33 %) I, 

The pork rind segment experienced 
a mixed year in 1991. Supermarket 
sales were off 5.0 percent in dollar 
sales and 8.1 percent in pound vol- 
ume. However, since supermarkets 
only represent 19.7 percent of total 
pound volume, sales in other outlets 
more than made up the difference, 
pushing the segment to a 3.0 percent 
gain in dollar sales and a 3.2 percent 
increase in pound volume. 

Adding to the good news was a 
tremendous surge in sales of pork 
cracklins reported by Rudolph Foods 
Company and Evans Food Products 
Company, the two industry leaders 
that control an estimated 70 percent 

Cracklins are a form of pork rind 
processed differently to produce a 
denser, crunchier pork rind with a 
stronger bacon flavor, and they have 
become a hit with consumers. 

"The roof is going off that category," 
says Richard M. Rudolph, vice presi- 
dent of marketing for Rudolph Foods 
Company, Inc., of Lima, Ohio, the 
country's largest pork rind producer. 
He  claims his company's cracklin 
sales were up 17 percent. 

PeterSheehan, executivevicepresi- 
dent of Evans Food Products Com- 
pany of Chicago, Illinois, the second- 
largest supplier of pork rinds, also 
reports cracklin sales were up dra- 

of the pork rind business. matically. 

(Measured in Pound Volume) 
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Outlet 

Supermarkets 

Grocery Stores 

Mass Merchandisers 

Drug Stores 

Warehouse Clubs 

Convenience Stores 

1991-m- 
(Measured in Pound Volume) Price Per Pound 

$5.53 

$5.30 

53.60 

$4.84 

$3.30 

$6.37 

/ Drugstores 
i 5.5 % 

Warehouse Clubs 
1.6% 



u( 
ar Sales: $243.8 Million +36.1 O/O) 

1991 ?wnd Volume: 75.9 Million I +39.3 O/O) 

1991 Dollar Sales: $2143 Million (+1.0 %) 
1991 3wnd Volume: 53.7 Million (+6.0 %) 

Party mix and variety packs are 
two segments that have reaped the 
benefits of the rapid rise in ware- 
house club stores. 

Party mix, already an extremely 
popular product posting dollar sales 
and poundvolumegainsofmorethan 
36 percent, has 17 percent of pound 
volume moving through warehouse 
clubs, plus another 11.5 percent go- 
ing through mass merchandisers. 
As the name implies, party mix is a 

natural for large packages sold for 
consumption by large groups of 
peopl+just the type of pack that's 
perfect for warehouse clubs. More- 
over, thepriceisright;partymixsells 
for an average price of $2.16 per pound 
in warehouse clubs, far below the 
average per-pound price of $3.21. 

However, party mix isn't popular 
only in these outlets. Nearly 43 per- 
cent is still sold in supermarkets, 
where growth was somewhat less 
but still impressive-up 22.9 percent 
in dollar sales and 22.3 percent in 
pound volume. 

Frito-lay jumped into the party mix 
segment in 1991 with its new Rold 
Gold brand snack mix, which was 
test-marketed inkuncepackages in 
supermarkets last year. It was rolled 
out nationally in that size, plus 1.5 
ouncevend packs and 4kunceclub-  
size packs, in February01 this year. 
The snack mix includes seasoned 
pretzels, rye crisps, and bread 
sticks. 

Variety packs-still sold primarily 
throughsupermarkets-have moved 
smartlyintowarehouseclubs as well, 
alreadypostingan 18.8percent share 
of pound volume in club stores. 

The pound volume increase of 6.0 
percent for variety packs, compared 

with a 1.0 percent increase in dollar 
sales, shows the effect of lower ware- 
houseclub prices onsegment growth 
figures. The average price per pound 
of variety packs in warehouse clubs 
is $2.96, again far below the average 
per-pound price of $3.99. 

For variety packs, supermarket- 
only figures show a 3.4 percent drop 
in dollar sales and a 3.1 percent de- 
cline in pound volume, an indication 

that warehouse clubs are capturing 
an increasingly large portion of sales. 

Based on additional information 
received this year about these two 
categories, SFA has revised the 1990 
dollar sales and pound volume fig- 
ures for party mix and variety packs 
(see chart on page SW40). These 
figures coincide with the percent 
change figures for 1991 shown at the 
beginning of this section. 
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l99lhrtyMKDisbibution 
(Measured in Pound Volume) 

Foodservice 
3.0 % 

Cor,--, ,,,,,;er;ce Stores 
8.4 % 

\ 
Grocery Stores 

4.7 

Mass 
\ Merchandisers i 

Drug 11.5 Warehouse Clubs 
17.0% Stores 

4.4 % 

mvariOtypad<mi 
(Measured in Pound Volume) 

Other /- 

Convenience Stores 

Grocery Stores 
Warehouse Clubs 6.6 % 

ass Merchandisers 
Drug Stores 5.5 % 

1 .o % 

1990 ?arty Mix Sales 
Dollar Sales .................................................... $179.1 Million 
Pound Volume ................................................... 54.5 Million 

1990 Variety 3aek Sales 
Dollar Sales .................................................... $212.0 Million 
Pound Volume ................................................... 50.7 Million 
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Outlet 

Mass Merchandisers $2.72 

I Drug Stores I $3.14 I 

Convenience Stores $3.62 

Outlet Price Per Pound 

Supermarkets $4.29 

Warehouse Clubs $2.96 

Convenience Stores $5.00 
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The overall savory snack category 
includes several small product seg- 
ments that comprise what SFA calls 
"othersnacks."lt includes thesnacks 
shown in the chart on this page. 

The biggest driving force that pro- 
duced an overall 79.4 percent gain in 
dollar sales and a 103.1 percent gain 
in pound volume for the "other snack  
segment was Frito-Lay's new 
Sunchips brand multigrain chips, 
which moved from test markets into 
full-scalenational distribution in 1991. 
This introduction is reflected in the 
astronomical percent-increase fig- 
ures shown for this brand-new seg- 
ment of the snack industry. Since 
Frito-Lay has already announced that 
the brand exceeded $100 million in 
retail sales in 1991, SFA has listed its 
projection of multigrain chip sales 
here in this report. 

The multigrain chip segment is 
clearly growing rapidly, as evidenced 
by Keebler's early 1992 introduction 
of Quangles, a guitar-pick shaped 
multigrainchip.At press time,Borden 
was reported to be ready for a mid- 
1992 launch of its own brand of 
multigrain chip, putting three major 
snack manufacturers solidly in this 
new segment. 

Another major factor in "other 
snacks" is Keebler's Pizzarias pizza- 
flavored chip, which doesn't fall in 
any established segment. Its pres- 
ence within the "miscellaneous 
s n a c k  segment is evidenced by the 
187.7 percent increase in dollar 
sales and 303.6 percent rise in 
pound volume in the segment. 
Nabisco's new Mr. Phipps Pretzel 
Chip product, a pretzel/cracker 
hybrid, is also included here. This 
"miscellaneous s n a c k  segment in- 
cludes a variety of other unclassi- 
fied products, but Pizzarias and Mr. 
Phipps Pretzel Chips are strong fac- 
tors in its growth. 

Because these segments are small, 
the sudden rise of a new product can 
easily send percent change figures 
soaring. 

Other snacks listed here include 
filledsnacks (which represent M &M 
Mars Combos and similar products), 

onion rings (Frito-Lay's Funyuns 
brand is the biggest seller), bagel 
chips, potatosticks, and pellet snacks. 

Pellet snacks are a unique variety 
of extruded snacks that are  manu- 
factured in a two-step process. Pel- 
let manufacturers typically make 
"half-product'' from potato-, corn-, 
wheat-, or rice-based ingredients, pro- 
ducing small "pellets" that resemble 
uncooked pasta (such as a piece of 
macaroni). They come in various 
shapes and sizes, including spirals, 
wagon wheels, rings, ridged curls, 
andeven hearts,stars,anddiamonds. 
It all depends of the shape of the die 
through which the ingredients are 
extruded. 

This half-product has a long shelf- 
life and is usually shipped to snack 
manufacturers that fry the product 
for a short time (usually about 20 
seconds) to produce a light, airy, 
puffed snack that is extremely low in 
fat and light in weight (as demon- 

strated by the relationship between 
dollar sales and pound volume in the 
chart). 

Since pellet snacks have a relatively 
neutral base flavor, they can be sea- 
soned with a variety of sweet and 
savory flavors which can be tailored 
toappeal toeither children oradults. 

Pellet snacks have caught on in 
many European countries in a vari- 
ety of shapes and flavors, and many 
industryobservers expected them to 
become popular in theunited States, 
especially because of their low fat 
content. However,pellet snacks have 
so far failed to catch on at a signifi- 
cant level, and are generally sold by 
small regional snack manufacturers 
scattered across the country. 

Judging from the dollar sales de- 
cline of 27.0 percent and pound vol- 
ume decrease of 22.2 percent for pel- 
let snacks last year, the segment a p  
pears tobewaning, despitetheunique 
nature of the product. 

1991 "Other Snack" Sales 
Mulligrain Chip Dollar Sales .............. $112.2 Million (t2,060.4 %) 
Multigrain Chip Pound Volume ............. 31.4 Million (4,124.2 '4 
Filled Snack Dollar Sales ........................... $73.0 Million (45.4 %) 

OnionRingDollarSales ............................. $45.6Million(-11.8%) 
Onion Ring Pound Volume ............................ 8.8 Million (-15.0 

Filled Snack Pound Volume ........................ 23.1 Million (46.8 '4 

Bagel Chip Dollar Sales ................................ $48.0 Million (-3.8 %) 
Bagel Chip Pound Volume .............................. .8.7 Million (- 4.1 %) 

Potato Stick Pound Volume ............................ 11.0 Million (-2.5 '4 
Pellet Snack Dollar Sales .............................. $3.6 Million (-27.0 %) 
Pellet Snack Pound Volume ........................... 0.7 Million (-22.2 
Miscellaneous Snack Dollar Sales ......... $140.0 Million (t187.7 %) 
Miscellaneous Snack Pound Volum .......... 40.6 Million (t303.6 

Potato Stick Dollar Sales .............................. $34.8 Million (-4.3 %) 

Total "Other Snack" Dollar Sales ............ $457.2 Million (t79.4 %) 
Total "Other Snack" Pound Volume ....... 124.3 Million (t103.1 '4 
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1 
Middle Americans wrested the title 

of being America's leading snackers 
awayfrom New Englanders in 199 1. In 
1990, the average New Englander ate 
more than 24 pounds of snacks, but 
last year this number fell to 19.77 
pounds as Americans in both the 
East Central and West Central re- 
gions consumed an average of more 
than 22 pounds per person. 

Although several factors likely con- 
tributed to this trend, New England 
was especially hard-hit by the reces- 
sion in 1991, which may be a major 
reason for the drop. 

This shift highlighted a year in 
which tortilla chips continued their 
strong showing in thesouthwest and 
Pacific regions (exceeding potatochip 
sales in the Pacific Region). While 

tortilla chip popularity has spread 
steadily eastward, the product re- 
mains most popular in Western 
states. 

Potato chips remained the domi- 
nant snack segment in the Eastern 
United States, relectingtheir longhis- 
toryinthatregion@otatochipswere 
invented in Saratoga Springs, New 
York) and the proliferation of kettle 
style potato chip manufacturers in 
this part of the country. 

Pretzels were extremely popular in 
the Mid-Atlantic Region (18.9 percent 
of the market) and East Central R e  
gion (10.4 percent of the market). 
This was reflected in percapita con- 
sumption of pretzels in these regions, 
which was well above average. 

Pretzel manufacturers are concen- 

trated in Pennsylvania, which helps 
explain the popularity of pretzels in 
this portion of the country. 

Percapita potato chip consump 
tion was highest in the West Central 
Region, while percapita tortillachip 
consumption was tops in the South- 
west, followed closely by the other 
regions west of the Mississippi River. 
Corn chips werealsoextremelypopu- 
lar among consumers in the South- 
west Region. 

New England was a stronghold for 
ready-to-eat popcorn and snack 
nuts, continuing a long-term trend. 
Pork rind consumption was unusu- 
ally low in New England, and also in 
the Mid-Atlantic Region. Pork rinds 
were most popular among consum- 
ers in the Southeast and Southwest 
regions. 
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West 
Central 

32.1% 
23.2 
4.6 
3.0 
6.8 
4.9 
5.8 
6.7 
6.5 
0.9 
0.5 
2.1 
0.8 

2.2 

899.22 

18.3% 

15.8% 

Southwest 

29.3% 
28.8 
8.8 
1.7 
5.5 
3.4 
6.7 
3.5 
5.5 
0.5 
1.4 
1.1 
1.4 
2.4 

583.86 

11.9% 

11 ,404 

1991 Perxapita Snack Consumption by Region 
(Measured in Pounds Per Person) 

Regions __ 
us. 

berage 

6.29 
4.15 
0.98 
0.54 
1.42 
0.74 
1.10 
1.66 
1.56 
0.14 
0.16 
0.30 
0.21 
0.50 

- 
West 

Central 
Snacks 

Potato Chips 
Tortilla Chips 
Corn Chips 
Ready-to-Eat Popcorn 
Microwavable Popcorn 
Unpopped Popcorn 
Extruded Snacks 
Pretzels 
Snack Nuts 
Meal Snacks 
Pork Rinds 
Party Mix 
Variety Packs 
Other Snacks 

New 
England 

6.72 
3.03 
0.70 
0.96 
1.83 
0.75 
0.95 
1.65 
2.05 
0.12 
0.02 
0.33 
0.17 
0.50 

Pacific 

5.09 
5.29 
0.84 
0.46 
1.23 
0.77 
0.81 
0.85 
1.58 
0.20 
0.22 
0.15 
0.28 
0.50 

- jouthwest 

7.34 
5.31 
1.04 
0.69 
1.55 
1.13 
1.32 
1.54 
1.50 
0.20 
0.13 
0.47 
0.19 
0.50 

6.01 
5.93 
1.82 
0.35 
1.13 
0.70 
1.38 
0.72 
1.12 
0.09 
0.30 
0.23 
0.28 
0.50 

Total Pounds Per Person 18.27 22.90 20.55 19.77 19.75 

Regional Markets by Snack Segments 
Regions 

Snacks New 
England 

Total 
us. Pacific 

Potato Chips 
Tortilla Chips 
Corn Chips 
Ready-to-Ea1 Popcorn 
Microwavable Popcorn 
Unpopped Popcorn 
Extruded Snacks 
Pretzels 
Snack Nuts 
Meat Snacks 
Pork Rinds 
Party Mix 
Variety Packs 
Other Snacks 

27.9% 
29.0 
4.6 
2.5 
6.7 
4.2 
4.4 
4.7 
8.6 
1.1 
1.2 
0.8 
1.6 
2.7 
- 
838.21 

34.0% 
15.3 
3.5 
4.8 
9.3 
3.8 
4.8 
8.4 
10.4 
0.6 
0.1 
1.7 
0.9 
2.5 

31 .8% 
21.0 
5.0 
2.7 
7.2 
3.8 
5.6 

8.4 
7.9 
0.7 
0.8 
1.5 
1.1 
2.5 

Pound Sales in Region (Millions 262.7 4,924.0 

17.0% 100.0% 

100.0% 
~ 

% Natl. Snack Sales in Region 

% u.S. Population in Region 

5.3% 

5.3% 18.4% - 
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GROWING 
For 1991, SFA has obtained sales 

data for several segments defined as 
“snack-related products.” These 
products are outside the traditional 
category of savory snacks measured 
each year, yet are clearly important 
products. 

For example, the recent flurry of 
bite-size crackers in the marketplace 
has helped push the snack cracker 
segment ahead, even though SFA es- 
timates retail dollar sales of bite-size 
crackers to he only about $20@$250 
million, roughly 10 percent of the 
snack cracker segment. c h i s  seg- 
ment includes almost all crackers, 
with the exception of saltines.) 

Industry observers agree that bite- 
size crackers are the fastest-growing 
segment ofthecracker business.Sev- 
era1 major snack companies, includ- 
ing Keebler, FritrrLay. and Nabisco, 
are actively introducing bite-size 
crackers, which make it an increas- 
ingly important segment to measure. 
SFA will continue to refine data for 
this category in future years, break- 
ing out bitesize cracker sales and 
other cracker products where pos- 
sible. 

, ,,c ~ ~ a i c t s t  sardwicii segiiieiir in- 
cludes cracker sandwiches sold by a 
variety of snack companies, but has 
not traditionally been mcasured by 
SFAas part ofthesavorysnackindus- 
try. However, it is useful to measure 
sales inthis segment to gain a broader 
understanding of all types of snack 
sales. 

Dips are also important products 
related to the snack industry. Many 
snack companies carry their own 
brands of canned dips, salsa dips, 
and dip mixes. These products are 
also sold by non-snack companies. 

The canned dip segment includes 
cheese, bean, and sour cream and 
onion dips, plus other miscellaneous 
flavors, including some salsa dips. 
The Mexican saucesegment includes 
a variety of salsa dips and similar 
products, usuallysold injars.Thedip 
mixsegment includes small packages 
of ready-trrmix dips, which consum- 
ers blend with sour cream to create 
the final product. 

Aside from bitesizecrackers, which 

TI.̂  ..... 9 . . . . .  

sw44 

likely grew at an astronomical rate 
due to new product introductions, 
Mexican sauces posted the best gain 
amongthese snack-related products, 
rising 19.6 percent indollar salesand 
15.7percent inpnunrlvolume.Thi.is 
no doubt tied to the strong perfor- 
mance of restaurant-style tortilla 
chips, since salsa is a natural accom- 
paniment to these products. 

The fruit snack segment was an- 
other strong performer, postinggains 

of about 10 percent in both dollar 
sales and pound volume. This seg- 
ment includes applechips, dried fruit, 
and the many fruit snacks (such as 
Fruit Roll-Ups) that are popular with 
children. 

Trail mix is a relatively small seg- 
meiit where sales were down slightly 
in 1991. Both fruit snacks and trail 
mix are products not normally car- 
ried by companies specializing in 
savory snacks. 

1991 Snack-Related Product Sales 
Snack Cracker Dollar Sales ...................... $2.328 Billion (t6.1 ‘4 
Snack Cracker Pound Volume .................. 848.8 Million (t2.7 %) 

Cracker Sandwich Dollar Sales ................ $1.235 Billion (t7.2 ‘3%) 

Cracker Sandwich Pound Volume .......... 319.4 Million (t11.3 ‘4 
Canned Dip Dollar Sales ......................... $153.2 Million (t6.9 ‘4 
Canned Dip Pound Volume ........................ 49.8 Million (t4.3 ‘4 
Mexican Sauce Dollar Sales .................. $620.0 Million (t19.6 %) 
Mexican Sauce Pound Volume ................ 292.0 Million (t15.7 ‘4 
Dip Mix Dollar Sales .................................. $38.4 Million (t7.5 %) 
Dip Mix Pound Volume ................................. 2.6 Million (t4.5 %) 

Fruit Snack Dollar Sales .......................... $555.9 Million (t9.0 %) 
Fruit Snack Pound Volume ..................... 1 1 1.7 Million (t 1 1.2 ‘4 
Trail Mix Dollar Sales ................................ $33.3 Million (-0.9 %) 
Trail Mix Pound Volume .............................. 10.9 Million (-2.3 ‘4 



SM SUW SHOWS mOFITS DOWN, 
~OMOTIONS U? DUMNG 1991 

Each year, SFAs survey of U. S.- 
based member snack companies 
yields a wealth of important data 
about profitability, promotion activi- 
ties, distribution, costs and opera- 
tions, and the use of new technology 
in thesnackindustry.Italsoprovides 
an opportunity for members to give 
open-ended responses to questions 
about significant challenges and 
trends facingthesnackindustrynow 
and in the future (answers to these 
questions are covered in the "Future 
Trends" section at the end of this 
report). 

In early 1992.68 snack companies 
of 115 polled (59.1%) returned ques- 
tionnaires concerning their opera- 
tions duringcalendar year 1991. Com- 
plete anonymity of respondents was 
retained through Association Re- 
search, Inc., Rockville, Maryland, the 
independent research firm that con- 
ducted the survey. 

Because of the excellent member 
response to this year's survey, SFA 
was able to group together compa- 
nies withsimilarcharacteristics, ana- 
lyzing these groups separatelyto prc- 
vide more useful information. (This 
additional data is provided in the full 
surveyreport,availableaspart ofthe 
complete bound version of the 1.992 
SFA Stutedthe-lndushy Report. To 
order this report, refer to the infor- 
mation on page SW-3.) 

For example, SFA separated 31 r e  
sponding companies into a group 
called "full-line snack companies," 
defined as companies that manufac- 

(Measured inAnnual Manuiaclurer-level Sales) $2 Million to 
$4.9 Million .~ ~ 

16.2 YO 

$5 Million Io 
$9.9 Million 

13.2% 

$10 Million Io 
$19.9 Million 

14.7 % 

$20 Million to $49.9 Million 
17.6 % 

7.4 % 

10.5% Advertising Gross Margin 
and Promotion Belore Taxes 

5.9 % 8.0 % 

ture or sell at least five of the follow- 
ing products: potato chips, tortilla 
chips, corn chips, ready-twat p o p  
corn, pretzels, and extruded snacks. 

These full-line snack companies 
were further broken down into three 
sales volume categories (less than 
$10 million: $10 to $99.9 million; and 
$lOOmillionormore)and twomarket 

areasizecategories (lostates or less 
and 11 states or more.) 

Several charts in this section of the 
report show comparisons between 
full-line snack companies and overall 
snack company respondents. 

As mentioned in the overview of 
this report, the primaryeffect of the 
recession and the price wars in the 
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Price Reductions Other Methods 
Store Displays 

12.6 % 

On-Pack Promotions 
2.3 % 

In-Store Demonstrations 
6.7 % 

n-Store Features 
4.1 YO Radio Advertising Advertising Advertising 

0 IwStore Promotions 0 Advertising 0 Other Promotions 

5.6 % 7.4 % 3.5% 

Pr.ce Reauci ons 

In-Store Dispays 

n.Store DemonslrationsrSamo es 

.n-Store Feaides 

C o o p  Aarents ng 

Pi ni Aouens ng 

Rao o Adten s ng 

Te ewon Adten sing 

0,iooor Aduen s ng 

Codpons 

C0mm.n i y  Event Sponsorsn ps 

On.Pacn Promot ons 

industry was a drop in profitability 
for snack companies. In 1991, the 
average gross margin before taxes 
was 8.0 percent, down from 10.5 per- 
cent in 1990. The squeeze was even 
tighter for full-line snack companies, 
which posted only an average 6.8 
percent gross margin. 

Full-line snack companies also 
spent more on transportation and 
delivery (15.0 percent) and advertis- 
ingand promotion (7.8 percent) than 
theaveragesnackcompany (seechart 
on page 45). 

Within the advertising and promo- 
tion budget, snack companies over- 
all spent 37.5 percent of their money 
on price reductions. The effect of the 
price wars on full-line companies in 
particular was reflected in the fact 
that these companies spent 45.4 per- 
cent on price reductions. 

According to the Point of Purchase 
Advertising Institute's (POPAI) POP 
Fact Book published this year, point- 
of-purchase (POP) promotion has 
taken over as the leading marketing 
tool for grocery manufacturers, ac- 
counting for 66 percent of the mar- 
ketingdollar. This trend is confirmed 
by SFAs survey, which shows that 
63.2 percent of the average advertis- 
inglpromotion budget is spent on in- 
store promotions (including price 
reductions).Thefigureis not surpris- 
ing given the competitive nature of 
the snack industry, and the fact that 
snacks are largely impulsepurchase 
items. 

Full-line snack companies are  
heavily behind POP promotions- 
96.5 percent use both price reduc- 
tions and in-store displays to pro- 
mote product. More than 74 percent 
alsouse in-store features and in-store 
demonstrations. Overall snack com- 
pany respondents showed a similar 
usage pattern at a lower level. 

Among POP promotions, in-store 

-~ 1 
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I 1991 Effotti\nness of Wvertising and Promotion fktivities 

Activity 

in-Store Displays 
Price Reductions 
Television Advertising 
in-Store Features 
Coop Advertising 
Coupons 
in-Store Demonstrations 
Print Advertising 
Radio Advertising 
Outdoor Advertising 
Community Event Sponsorships 
On-Pack Promotions 
+ 4=Very Effective, 3=Effective, 2.ineffective 

Average 
Effectiveness 

Rating’ 

3.72 
3.37 
3.27 
3.20 
3.10 
3.08 
3.06 
3.00 
2.97 
2.93 
2.88 
2.88 

ry ineffective 

very 
Effective 

75.0% 
42.0 
33.3 
29.5 
19.5 
25.0 
29.8 
13.5 
17.2 
20.0 
14.7 
3.9 

Effective ineffective 

23.3% .O% 

53.2 4.8 
60.0 6.7 
61.4 9.1 
70.7 9.8 
58.3 16.7 
51.1 14.9 
73.0 13.5 
69.0 6.9 
53.3 26.7 
64.7 14.7 
23.1 53.8 

Very 
Ineffective 

1.7% 
.O 
.o 
.O 
.O 
.o 

4.2 
.o 

6.9 
.o 

5.9 
19.2 

displays were deemed most effec- 
tive-75 percent of respondents to 
SFAs survey called them “very effec- 
tive.” Forty-two percent said price 
reductions were ”very effective.” In- 
terestingly, 53.8 percent said on-pack 
promotions were “ineffective,” and 
another 19.2 percent called them 
“very ineffective.” 

Summer holidays continue to be 
prime occasions for promoting 
snacks, with companies running p r e  
motions on Memorial Day (60.3 per- 
cent), the Fourth of July (66.2 per- 
cent), and Labor Day (61.8 percent). 
Among full-line companies, this per- 
centage is even higher (see chart). 
The Super Bowl was also a popular 
promotional occasion. 

National Snack Food Month, SFA’s 
annual industry-wide promotional 
event that debuted in 1989, has taken 
its place as a major occasion in the 
snack industry-58.1 percent of full- 

line snack companies reported they 
promoted the event in 1991. 

Deliveryand distribution ofsnacks 
was achieved through a combination 
of company-owned routes, indepen- 
dent distributors, and warehouse 
delivery-74.2 percent of companies 
used a combination of these meth- 
ods. Snack companies with markets 

in 11 or more states relied more 
heavily on independent distributors, 
and companies with snackvolumeof 
less than $10 million per year used 
company-owned routes more often. 

When analyzing total snack distri- 
bution bymethod,slightlymore than 
onethird moves through company- 
owned routes,whileindependent dis- 

- c a n p a n y m -  
Percent Promoting During Event 

0 All Snack Companies 

Super Bowl 

Snack Food Month 

Memorial Day 

4th of July 

Labor Day 

Thanksgiving 

Christmas 

New Year’s Day 

0 Full-Line Snack Companies 
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Holiday 

Memorial Day 
New Year's Day 
4!h of Ju!y 
Christmas 
Super Bowl 
Labor Day 
Thanksgiving 
Snack Food Month 

Average 
Effectiveness 

Rating' 

3.44 
3.38 
3.29 
3.26 
3.24 
3.14 
2.89 
2.80 

I * 4=Very Ellective, 3=Elfective, 2=lnellective, l=Very Inelfective 

Very 
Effective 

43.9% 
40.6 
33.3 
31.6 
28.6 
21.4 
14.3 
6.7 

Effective 

56.1% 
56.3 
64.4 
63.2 
66.7 
71.4 
60.7 
66.7 

Ineffective 

.O% .O% 

4.8 
7.1 

25.0 
26.7 

Routes 

Other 
2.1% 

Warehouse Delivery 
22.8 Yo 

1991TQChdOgyW 
0 A I I  Companies 0 Full-Line Snack Companies 

System or Equipment Percent Using Item 

Metal Detectors 

Hand-Held Computers 

Computerized Frying Systems 

Optical Sorters 

Automatic Case Packers 

Compuler-Aided Routing Systems 

tributors deliver about 40 percent 
(seechart). Less than one-fourth goes 
through warehouses. For full-line 
snack companies, 55.3 percent of 
volume is delivered through com- 
panyuwned routes, 29.7 is handled 
by independent distributors, and only 
14.7 percent moves through ware- 
hnuses. 

The service-oriented aspect of the 
snack business dictates that cunipa- 
nies make frequent deliveries to their 
retail customers to distribute fresh 
product, removestale packages, and 
sell product. The SFA survey shows 
that supermarkets receive the most 
callsperweek(3.3), followed byware 
houseclubstores ('.9), grocerystores 
(Z.Z),massmerchandisers (1.8).con- 
veniencestores(l.6). and drugstores 
(1.5). For full-line snack companies, 
the frequency of visits is slightly 
higher (up to 3.9 visits per week to 
supermarkets). 

Saturday is an important delivery 

/"- 
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day-80.6 percent of full-line snack 
companies call on supermarkets that 
day.OnSunday, thenumberdropsto 
41.9 percent. 

New technology continued to ad- 
vance in 1991, and snack companies 
used it in increasing numbers. The 
best example is hand-held comput- 
ers, used by 80 percent of full-line 
snack companies to streamline their 
route sales delivery systems. 

Optical sorters, which instantly 
spot and remove off-color potato 
chips from fast-moving conveyer 
belts, were employed by 65 percent 
of full-line snack companies to im- 
prove product quality. Metal detec- 
tors enjoyed widespread use in the 
snack industry, and computerized 
fryingsystemswereinplaceinnearly 
half of snack companies last year. 
Use of automatic casepackers and 
computer-aided routing systems is 
lower, hut these systems are becom- 
ing more popular. 

When asked about sources of new 
product ideas, most snack company 
executives (67.7 percent) reported 
they monitored the competition, 
while more than half said they also 

l 9 9 l ~ o f N e w ~ l d Q o s  
Source Percent Using Source 

Other Snack Manufacturers 

Internal Research and Development 

Overall Food Industry and Restaurants 

Supplier Marketing 

Trade Publications 

rely on internal research and devel- 
opment and other trends in the food 
and restaurant industries. Supplier 
marketing and trade publications 
were also mentioned by a significant 
number of respondents. 

Snack companies continued to fol- 
low current trends in health and nu- 

trition concerns of consumers in 1991. 
Formostsnacksintheindustry, more 
than 75 percent of snack companies 
reported using voluntary nutrition 
labeling to provide information to 
consumers. Manyalsousedclaims of 
”nocholesterol,”“unsalted,” “less oil,” 
and “all natural” where appropriate. 

Product 

Potato Chips 
Tortilla Chips 
Corn Chips 
Ready-toEat Popcorn 
Microwavable Popcorn 
Pretzels 
Extruded Snacks 
Pork Rinds 
Meat Snacks 
Nuts 
Potato Sticks 
Party Mix 
Snack Crackers 
Cracker Sandwiches 
Fruit Snacks 
Trail Mix 
Pellet-Eased Snacks 

Bagel Chips 
Dips 

1931 tlwlth and Nutrition Claims 

Nutrition 
Labeling 

88.6% 
76.9 
81.8 
79.2 
75.0 
85.2 
87.0 
23.8 
27.3 
72.7 
85.7 
71.4 

100.0 
85.7 

100.0 
100.0 
80.0 

100.0 
37.5 

Percent of Companies Using Claim 

No 
Cholesterol 

82.9% 
53.8 
45.5 
45.8 
50.0 
59.3 
43.5 
4.8 
- 

27.3 
42.9 
- 

66.7 
28.6 

100.0 
- 

60.0 
66.7 
12.5 

lo Salt Added 
Unsalted 

77.1% 
46.2 

9.1 
16.7 
25.0 
44.4 
8.7 
- 
- 

45.5 
- 

14.3 
- 
- 

100.0 
- 

- 
- 

12.5 

Percent 
Less Oil 

5.7% 
3.8 
4.5 
8.3 

25.0 
3.7 
8.7 
- 
- 
- 
- 

28.6 
- 
- 
- 
- 
- 

33.3 
- 

All 
Natural 

54:3% 
19.2 
13.6 
20.8 
25.0 
11.1 
4.3 
- 
- 

18.2 
14.3 
14.3 
- 
- 
- 
- 
- 
- 

12.5 

Other 
Claims 

25.7% 
19.2 
27.3 
25.0 
- 

18.5 
21.7 
- 

- 

27.3 
14.3 
- 

33.3 
- 
- 
- 

20.0 
33.3 
- 
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COM?ETITRIE ISSUES VELD TO ’ 

LONGTEM tlMLT’ti CONCEilNS 
A majority of snack food company 

executives believe the greatest chal- 
lenge facing them in 1992 is the twin 
scourge of shelf space fees/slotting 
allowances and fierce competitive 
pricing practices. However, in the 
long-term, issues such as nutrition 
labeling and consumer health con- 
cerns dominate the agenda. 

Those were among the findings in 
the 1992 SFA Stutedthe-lndushy Re- 
p o ~  survey when executives were 
asked to name the biggest problems 
experienced during 1991, the biggest 
challenges facing them in 1992, and 
the most significant trends facing the 
snack industry and their companies 
during the next five years. 

Shelf-space fees and competitive 
pricing also topped the list of prob  
lems in 1991. Comments such as 
“[tighting a] super-heated price war 
in the snack aisle,” “paying [fees] to 
maintainspaceinsupermarkets,” “de- 
clining prices at retail,” “increased 
trade promotion spending,” and “an 
unreasonable cost of doing business 
being demanded by customers” p e p  
pered responses to the survey ques- 

tionnaire. 
One respondent explains, “The big- 

gest problem facing our company is 
theslottingfees. Many other aspects 
of our business are under our con- 
trol.” Another respondent is even 
more b1unt:”l’hesnackfood industry 
must get out of the pay-for-space 
game.” One executive complains it 
was difficult to “bring new lines up to 
manufacturing efficiencies during a 
year of volume swings and competi- 
tive pressures on pricing.” 

Other concerns in 1991 included 
commodity costs and shortages, the 
recession, wastewater surcharges, 
labor costs, government regulations, 
and high health-insurance costs. 

This year, in the face of continuing 
pricecompetition,”maintainingprofit 
margin’’ ranked third among current 
challenges facing the snack industry. 
This was vividly demonstrated by 
the 24 percent drop in average com- 
pany gross margins before taxes re- 
ported in this year’s survey (gross 
margins averaged 10.5 percent of 
sales revenue in 1990 and 8.0 percent 
in 1991). Full-line snack companies 

Biggestprobkms~ 
Byfnad<-Duingm 

Problem Respondents Naming Problem 

Shelf Space FeesiSlotting Allowances 

Competitive Pricing 

Commodity CostsiShortages 

Recession 

Wastewater Surcharges 

Labor Costs 

Government Regulations 

High Health Insurance Costs 

endured an even sharper 35 percent 
fall in gross margins (from 10.5 per- 
cent to 6.8 percent). 

Survey respondents use phrases 
such as “squeezed margins” and 
“earnings erosion” to describe the 
problem, whileanother explains, “Be 
cause sales are growing slowly and 
price increases are difficult to imple- 
ment, profits will he affected nega- 
tively.” 

Close behind on the list of 1992 
challenges isacollectionof comments 

and expansion. One company is con- 
cerned about “being able to keep 
production up to meet thedemand of 
a new distribution network,” while 
another hopes to “increase opera- 
tion efficiency to enhance profitabil- 
ity.” Another identified the twin chal- 
lenges of “motivating independent 
direct-storedeliveryroutedrivers and 
gaining new distribution at  key g r e  
cery chain outlets.” 

The recession also remains a con- 
cern in 1992, as do commoditycosts, 
the challenge of increasing sales, 
upcoming labeling laws, new prod- 
uct development, highertaxes, merg- 
ers, modernizing production, and 
higher health insurance costs. 

Shelf space fees/slottingallowances 
ranked only third on the list when 
manufacturers were asked for the 
most significant trend that will affect 
the snack industry and their compa- 
nies during the next five years. The 
number-one response was a combi- 
nation of nutrition labeling laws and 

-”~~~~:--~:-~..:~...:-- .... 
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government regulations, followed 
closely by health concerns among 
consumers. Environmental concerns 
andcompetitive pricing/competition 
rounded out the top five. 

Other concerns included demo- 
graphic changes, changingconsumer 
preferences, consolidation of the in- 
dustry, the recession, growth of club 
stores and other retail outlets, and 
commodity costs. 

As the snack industry prepares for 
final new labeling regulations due out 
this fall, it’s not surprising that nutri- 
tion labeling laws/government regu- 
lations top the list of long-term chal- 
lenges. 

On health concerns, one respon- 
dent articulates the challenge as “ d e  
velopment of next-generation prod- 
ucts that meet both taste and nutri- 
tional demands of today’s educated 
and concerned consumers.” 

Ever conscious of consumer de- 
mands, the snack industry is already 
meeting this latest challenge by in- 
troducing such  products  as 
multigrain chips, bitesize crackers, 
low-oil and low-salt versions of tradi- 
tional snacks, and other variations. 
Now it’s up to consumers to “vote” 
for these products at the checkout 
line. 

B i g g o s t c h a k n g o s - ~  
waFaca&.ing= 

Challenge Respondents Naming Challenge 

Shell Space FeeslSlotting Allowances 

Competitive Pricing 

Maintaining Profit Margin 

DistributionlManagemenVExpansion 

Recession 

Commodity CostslShottages 

Increasing Sales 

iovernment Regulationsllabeling Laws 

New Product Development 

Higher Taxes 

Mergers 

Modernizing Production 

Higher Health Insurance Costs 

Trend Respondents Naming Trend 

Nutrition LabelinglGovernment Regulations 

Health Concerns 

Shelf Space FeesiSloding Allowances 

Environmental Concerns 

Competitive PricinglCompetition 

Demographic Changesichanging Consumer Preferences 

Consolidation of the Industry 

RecessionlEconomy 

Growth of Club StoresiOther Retail Outlets 

Commodity Costs 
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WE GUARANTEE WE CAN END UPC 
SCANNING PROBLEMS ON YOUR PACKAGING, 

THAT'S RIGHT. WE GUARANTEE IT, 

I 

A UPC symbolon your package that doesn't scan properly 
at the checkout counter starts a chain reaction nobody wants. 
It creates a loss in productivity that not only costs the retailer THE IDEAL 

U K  SYMBOL. 
time and money, but also might cost you a fine, and maybe 

il I I1 

I 
even future business. 

As you would expect from 
a leader in packaging techno- 
logy, Printpack has invested 
heavily in research and testing 
of our methods of preparing 
and printing UPC symbols. 

We tested over 4,500 symbols 
printed in our plants on a wide . 
variety of materials, checking 
them on both the Marcon" 3000 
and Laserchek I1 testingdevices. 

We concluded that our long- 
established quality assurance 
systems and printing expertise 
enable us to stand squarely 
behinda promiseof first-time 
scannability on UPCsymbols we 
ijiihiuii2. Vv'iiaii Inore, we can 
also promise they will be identi- 
cal to the human readable code. 

IC we fall short, we either 
replace the packaging material 
involved at no cost or pay any 
reasonable retailer-imposed 
fine. AU we ask is that the UPC 
code on your package meets 
UCC specifications and our 
normal criteria for production 
materials 

Ihbicrht-nmmtuhl The Printpack UPCScannability Guarantee. 
It's just one more in the long list of helpful things iwympura UKr)mbolon 

- 
we're doing in flexible packaging. 

ForaquickreviewofwhatmakesaUPCsymbolwork 
right the fmt time, let us send you acopy of "Guide to Proper 
UPC Usage? If you want to talk to a Printpack representative 
about your UPC requirements, we can arrange that, too. 

The booklet is free. So is the help. 
Call (800) 241-9984. 

Atlanta,Georga 30336 1600 

NOT-SO-IDfAL 
UKSYMBOtS 

Tmnmred409b crmres 
lors ofpmblem 
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